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MONDAY, MARCH 31, 1952 


House or REepresEeNTATIVES, 
SupcoMMITTEE ON UNEMPLOYMENT INSURANCE 
or THE COMMITTEE ON Ways AND Means, 
Washington, D.C. 

The Subcommittee on Unemployment Insurance, composed of 
Messrs. Forand, Gregory, Granger, Harrison, Woodruff, Mason, and 
Martin, met at 10 a. m., Hon. Aime J. Forand (chairman) presiding. 

Mr. Foranp. The subcommittee will please come to order. The 
Subcommittee on Unemployment Insurance begins public hearings 
today on the subject contained in H. R. 3391, which amends the defi- 
nition of “employer,” so as to mean a person having one or more 
employees ; the bills, H. R. 4133 and H. R. 6954, which provide for the 
earmarking of Federal unemployment tax collections; the bill H. R. 
6174, which provides for supplementary unemployment compensation 
benefits to States, which are experiencing substantial unemployment ; 
and H. R. 7277, which provides unemployment compensation benefits 
for servicemen. 

I would like to point out that the hearings will be confined to the 
subjects covered in these bills, but not to the particular provisions con- 
tained in them. 

The hearings are tentatively scheduled to run through Apri] 8. 
The subjects on which the hearings are being held appear to be timely. 
Due to dislocations resulting from the defense program, many areas of 
the country are faced with unusual unemployment. The George loan 
fund provisions expired on December 31, 1951, and no means exist at 
the present time whereby the States can secure assistance in meeting 
their unemployment benefit payments. 

During the course of this year, there will be several hundred thou- 
sand servicemen released from active duty, and provision must be made 
to take care of them until they secure employment. 

Without objection I will insert in the record at this point a copy of 
the press release announcing the public hearings; a summary in tab- 
ular form of bills set forth in the — release ; a summary of the sig- 
nificant provisions of State unemployment insurance laws, as of Janu- 
ary 1, 1952; copies of the bills along with the reports which have been 
received on them from the departments, and a press release on and 
summary of my bill, H. R. 6954. 

At the request of Representative Roosevelt, who introduced H. R. 
7277, I would like also to insert in the record along with his bill a 
statement which he made in the House on the day his bill was intro- 
duced, if there is no objection. The Chair hears none and the docu- 
ments will be included in the record. 








2 UNEMPLOYMENT INSURANCE 


(The documents above referred to are as follows:) 


SUBCOMMITTEE ON UNEMPLOYMENT INSURANCE SCHEDULES HEARINGS ON BILLS 
Proviptne Alp To States To ME&EeEt PAYMENTS TO UNEMPLOYED AND FOR BAR- 
MARKING OF FEDERAL UNEMPLOYMENT TAXES, LEGISLATION FoR UNEMPLOYMENT 
Benerits ror Ex-MEMBERS OF THE ARMED ForcCES, AND REDEFINING “EMPLOYER” 


Chairman Aime J. Forand (Democrat, of Rhode Island), of the Subcommittee 
on Unemployment Insurance of the Committee on Ways and Means, announces 
that the subcommittee will begin public hearings on Monday, March 31, 1952, 
on H. R. 3391, 4133, 6174, 6954, and legislation providing unemployment com- 
pensation for members of the Armed Forces released from active duty. 

Mr. Forand summarized the bills as follows: 

“H. R. 2391 and 4133 would amend the definition of an employer to mean a 
person who has one or more employees. H. R. 4133 and 6954 would provide for 
the earmarking of Federal unemployment-tax collections in a Federal unem- 
ployment account to be used to pay the administrative costs of the unemployment 
compensation program and the public employment offices. 

“Both of these bills would make funds available to States whose unemployment 
funds face insolvency due to unusual or extended periods of unemployment. 

“H. R. 6174 and similar bills pending before the commictee would provide 
supplementary unemployment compensation benefits to those States where there 
is substantial unemployment due to the defense program. 

“The committee also plans to hear witnesses on legislation which would pro- 
vide unemployment-compensation benefits to members of the armed services 
who have been released from active duty.” 

Mr. Forand stated that applications from persons interested in appearing 
before the subcommittee should be received by noon, March 29, 1952, and that 
they should be addressed to the Clerk, Committee on Ways and Means, room 
1102, New House Office Building, Washington, D. C. 

“Those persons who do not desire to appear but desire to submit written 
statements for inclusion in the record of the hearings should submit three 
copies of their statements to the clerk by the close of the hearings,” he added. 

Other members of the subcommittee are: Hon. Noble J. Gregory (Democrat, 
of Kentcky): Hon. Walter K. Granger (Democrat, of Utah); Hon. Burr P. 
Harrison (Democrat, of Virginia); Hon. Roy O. Woodruff (Republican, of 
Michigan) : Hon. Noah M. Mason (Republican, of Illinois) ; and Hon. Thomas B. 
Martin (Republican, of Iowa). 


Summary of bills to be heard by Unemployment Insurance Subcommittee of 
Ways and Means Committee 





Bill No. | Introduced by— | Description of bill 








+. * aera lS esee 1. Earmarks Federal unemployment tax collections (0.3 per- 
| cent) for (1) State and Federal administration, (2) rein- 
| | surance payments. 
| 2. Provides for reinsurance payments to States whose reserves 
are near exhaustion, (a) All benefit costs above 2.7 per- 

| cent defrayed by Federal grant. 

. Earmarks Federal unemployinent tax collections. 

. Of any excess taxes above Federal and State administrative 

cost, (1) 20 percent held for loan fund until fund reaches 

$50 million; (2) balance distributed to States to be used by 
| them for ad.ninistration or benefits as they please. 

3. Repayable loans to States whose reserves are low; repay- 


ee ee ee 


w= 


ment to be through increased Federal unemployment tax 
collections. 
| 4. Extension of coverage to employers with one or more em- 
Ployees at any time. 
Forand ...........| 1. Extends coverage of Federal unemployment tax from em- 
| ployers of 8 or more in 20 weeks or more to employers of 1 
| or more at any time. 
Hi. R. 6174_..........| Dingell............| 1. Provides Federal supplementation of benefits if Governor 
certifies unemployment is substantial in 1 or more areas 
| of State. Basic benefits supplemented 50 percent up to 
| 
| 


H. R. 3391... 


65 percent of wages; dependents’ allowances supplemented 
10. percent up to 75 percent of wages. 
Roosevelt __.....- Department of Labor proposal: 

1. Benefits would be paid to all ex-servicemen. 

2. Benefits will be same as under State laws, except State 
must meet minimum Federal standards on amount, 

| duration, and disqualifications. 

3. States will make payments. Federal Government will 

reimburse States for cost. 
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8S UNEMPLOYMENT INSURANCE 


{H. R. 3391, 82d Cong., Ist sess.] 


A BILL To amend the Federal Unemployment Tax Act to extend its coverage to employers 
having one or more individuals in employment 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, effective January 1, 1953, subsection (a) 
of section 1607 of the Internal Revenue Code, as amended, is amended to read 
as follows : 

“(a) Emprtoyver.—The term ‘employer’ means any person who, at any time 
during the taxable year, has one or more individuals in employment.” 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 28, 1951. 
Hon. R. L. Doventon, 
Chairman, Committee on Ways and Means, Heuse of Representatives, 
Washington 25, D. C. 

Dear CONGRESSMAN Doventon: This is with further reference to the letter 
of Mr. Charles W. Davis requesting the views and recommendations of this 
Department with respect to H. R. 3391, H. R. 3392, H. R. 3393, H. R. 3394, H. R. 
3395, and H. R. 3396, bills pertaining to the unemployment insurance program. 

H. R. 525, upon which I have already favorably reported, contains provisions 
practically identical with these bills. Therefore, I request that the committee 
use my recent report on H. R. 525 as a statement of the views of the Department 
of Labor on the subject bills. For a more detailed explanation of these views, 1 
refer the committee to the statements concerning the unemployment insurance 
program which Robert C. Goodwin, Director of the Bureau of Employment Secu- 
rity, and I made before a subcommittee of this committee on December 12, 1950, 

With respect to H. R. 3398, which proposes unemployment insurance for Fed- 
eral civilian workers, I should like to point out that my approval of the State- 
determined benefits for these workers as proposed in section 16 of H. R. 525 
was contingent upon the establishment of Nation-wide minimum standards with 
respect to qualifying requirements, disqualifications, and amounts and durations 
of benefits. My approval of H. R. 3393 is also contingent upon the adoption of such 
minimum standards. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report and that enactment of these proposals would be in accordance with 
the program of the President. 

Yours very truly, 
MICHAEL J. GALVIN, 
Acting Secretary of Labor. 


DerpARTMENT OF Lapor, 
OFFICE OF THE SECRETARY, 
Washington, June 28, 1951. 
Hon. R. L. Dovauron, 
Chairman, Committee on Wans and Means, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN DovuGuTon: This is with further reference to the request 
of Mr. Charles W. Davis for the views and recommendations of the Department 
of Labor on H. R. 525, a bill to extend and improve the unemployment compensa- 
tion program, and for other purposes. 

This bill is designed to make an over-all improvement in the Federal-State 
unemployment insurance program as recommended by the President in his 
message to Congress under date of April 6, 1950. The bill would strengthen 
the financial strueture of the unemployment insurance system, improve the 
administration of the program, provide for nonreimbursable reinsurance grants 
to States, require the States to incorporate into their laws more adequate and 
equitable benefit features, and extend the coverage of the program to additional 
employees, including Federal civilian workers. 

I strongly endorse the provision in section 2 of the subject bill for automatically 
depositing the Federal revenues from the Federal Unemployment Tax Act into 
the Federal unemployment insurance account. This provision would give reason- 
able assurance that the employment security program would be adequately 
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financed in periods of recession as well as in times of prosperity. At the present 
time, the proceeds of the Federal Unemployment Tax Act are covered into the 
Treasury without earmarking. I can find no justification for imposing a tax 
on payrolls to meet the general expenses of the Government. Clearly, this is 
not the purpose of any of our social-security laws. 

Section 2 would also require the States, as a condition to receiving administra- 
tive grants, to comply not only with the Federal requirements for the administra- 
tion of their unemployment insurance laws as at present, but also to comply with 
the requirements of the Wagner-Peyser Act. This modification is necessary be- 
cause the administration of the unemployment insurance program and the public 
employment offices has been integrated into a unified employment security 
program with a single Federal appropriation and a single grant for each State’s 
operations. 

Under certain circumstances, section 5 provides that the Federal unemploy- 
ment insurance account could be used for making reinsurance grants to States 
which, although following prudent unemployment tax policies, find their unem- 
ployment funds in danger of being exhausted. The chief purpose of reinsurance 
grants is to prevent the danger of insolvency on the part of the States where 
the costs of benefits are high due to the peculiarities of their industrial struc- 
ture, and to equalize, at least in part, the much heavVier-than-average payroll 
taxes which are necessary to finance benefits in such States. The reinsurance 
grants would reduce the competitive disadvantage to employers in high-cost 
States and enable the States to plan an adequate long-range program of 
financing. 

While better than no assistance at all, repayable loans do not accomplish the 
objective of reducing the competiitve disadvantages upon employers in high- 
cost States. They do not relieve the fear of relatively high costs and inso'vency 
which is a major deterrent to the payment of adequate benefits. They make long 
rate financial planning extremely difficult. Moreover, the constitutions in many 
States apparently preclude them from borrowing from the Federal Government. 
No such impediment is attached to the acceptance of grants. 

The adoption of this proposal would not relieve the States of the need of 
following sound taxing policies. While the bill would not require the States to 
establish minimum contribution rates, they could not avail themselves of rein- 
surance grants if they failed to levy a minimum tax rate of at least 1.2 percent 
if, on the computation date of any taxable year, the State’s reserve fell below 
the level specified in the bill. 

One of the major weaknesses of our Federal-State unemployment insurance 
program is the absence of adequate Nation-wide minimum standards. Section 7 
would provide these by requiring the States, as a condition to the application 
of the tax-offset provisions of the Federal Unemployment Tax Act, to observe 
certain minimum standards for benefits, and disqualifications. These are mini- 
mum standards. There is ample room left for the States to make more beneficial 
provisions for unemployed workers than is provided for in this bill and to extend 
coverage to millions of other workers. I believe, however, that our unemploy- 
ment compensation standards will remain at the present inadequate level while 
a State can point to other States with equally low standards as a justification 
for not raising its own standards. It is evident that the same factors which 
operated to deter the States from enacting unemployment insurance laws prior 
to the passage of the Social Security Act in 1935 are now deterring them from 
providing more adequate benefits. 

Section 9 would redefine the term “employer” in the Federal Unemployment 
Tax Act to mean any person who, at any time during the taxable year, has one 
or more persons in his “employment.” The protection of the employment security 
program would thus be extended to employees of small firms just as they are 
now protected under the old-age and survivors’ program. Small firms were 
originally excluded from the unemployment insurance coverage because it was 
considered too difficult an administrative problem to cover them from the outset. 
However, the Federal old-age and survivors’ insurance program has successfully 
covered employers of one or more employees from its inception. Many States 
have amended their unemployment insurance laws to cover small firms and 
have encountered no serious administrative problems. Moreover, all but five 
of the States, which now exempt small firms from coverage, have incorporated 
into their laws provisions for extending coverage to all firms, regardless of size, 
if and when the Federal Unemployment Tax Act is extended to cover such 
firms, 
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Section 10 proposes to raise the upper limit on earnings subject to the Federal 
Unemployment Tax Act from $3,000 to $4,800. This is manifestly in line with 
the changes in wages and prices which have occurred since January 1, 1940, 
when the $3,000 limitation was adopted. The increase would help to finance the 
costs of the maximum-benefit standards incorporated into the bill. 

The wages of employees engaged in certain types of service establishments 
consist largely, and in some cases exclusively, of tips and gratuities received 
from customers. Therefore, the need for including tips in the definition of 
wages for unemployment compensation purposes is obvious. Most States already 
levy an unemployment insurance tax on tips. Tips are also taxable under the 
Federal income law and, I believe, should be taxable under the Federal Unem- 
ployment Tax Act. 

Among other things, section 11 would amend the Federal Unemployment Tax 
Act by substituting the so-called A-B-C test of the employer-employee relationship 
for the unreal common-law control test of the present law. This amendment 
would bring within the coverage of the act some 500,000 workers who are em- 
ployees as a matter of economic fact but who are excluded from coverage under 
Public Law 642, Eightieth Congress. 

The definition of “agricultural labor” now found in section 1607 (1) of the 
Internal Revenue Code would be narrowed by section 11 (g) of the bill. This 
change would result in the coverage of about 200,000 border-line agricultural 
workers whose work is essentially similar to that of covered employees in com- 
merce and industry. These workers are not agricultural workers as that term 
is ordinarily understood. Their coverage would not entail any serious admin- 
istrative problems. The mere fact that their work pertains to agricultural 
products rather than to conventional industrial products should not be enough 
to deny them this protection. 

Section 16 would add a new title to the Social Security Act to extend unem- 
ployment insurance to Federal civilian employees. These workers would be 
eligible for unemployment compensation on the basis of the State law of the 
State in which they had performed their Federal service. The bill would au- 
thorize the Secertary of Labor to enter into agreement with the State employ- 
ment security agencies for the payment of the benefits, with the Federal Gov- 
ernment paying the cost of the benefits. If an agreement with any State is 
not made, the Secretary could pay these benefits direct but based upon the ap- 
propriate State law. 

Federal workers are subject to almost as high a risk of unemployment as the 
employees in private enterprise but they do not receive the same protection 
during their unemployment. In the absence of other types of protection, sepa- 
rated Federal employees have relied upon retirement-fund withdrawals and 
their accrued annual leave to tide them ever until they could find other jobs. 
Recourse to retirement-fund withdrawals is ne longer available to the newly 
hired workers who are being given nonstatus eimergency indefinite appoint- 
ments. These employees are covered by the old-age and survivors’ insurance 
program. They contribute nothing to the civil service retirement fund and have 
nothing to withdraw. The amount of accrued annual leave has been sharply 
curtailed by the requirement that employees use their annual leave in the 
year in which it is earned. In the interest of uniformity of treatment, I recom- 
mend that the bill retain its basie standards on eligibility, disqualifications, and 
amounts and duration of benefits. As I see it, this is desirable in order to 
administer this program of insurance for Federal workers in a uniform and 
equitable manner. I recommend that the committee consider and accept the 
principle that the Federal Government as an employer should provide all of 
its employees with at least a specific minimum of similar unemployment insur- 
ance protection regardless of the State in which employment occurs. This was 
the principle upon which the Congress acted when it provided for servicemen’s 
readjustment allowances after World War II. 

I believe that H. R. 525 would greatly improve the employment security pro- 
gram and I strongly urge that it be enacted. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report and that the enactment of this legislation would be in accordance 
with the program of the President. 

Yours very truly, 


MicHAet J. GALVIN, 
Acting Secretary of Labor. 
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FEDERAL Security AGENCY, 
Washington, D. C., March 31, 1952. 
Hon. R. L. Doventon, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

Dear Mr. CHAIRMAN: This letter is in response to your requests for reports on 
¢ © * H.R. 3391. 

The bill would amend the Federal Unemployment Tax Act to extend coverage 
to employers having one or more individuals in employment at any time during 
the taxable year. Its effect would be to make uniform the coverage of the 
Federal-State unemployment insurance program and that of the old-age and 
survivors’ insurance system, so far as size of firm is concerned. 

In an average week, about 3.5 million people are working at jobs which are 
excluded from unemployment insurance protection solely by reason of the size 
of the employer's business. A substantial number of other workers had less bene- 
fit protection than they would otherwise have had, because at some time during 
the year they had worked for a small establishment. For many years, 17 States 
have covered employers of one or more persons, and have encountered no serious 
administrative problems. They regard the advantages of such coverage as far 
outweighing any disadvantages. Moreover, all but five of the States which now 
exempt small firms from coverage have provided in their laws for automatically 
extending coverage to all employing firms, regardless of size, if and when the 
Federal Unemployment Tax Act is extended to cover such firms. Experience 
under the old-age and survivors’ insurance program indicates that there are no 
serious administrative difficulties involved in extending coverage to these work- 
ers. This change is long overdue and appears greatly desirable. We would 
recommend its enactment by the Congress. 

* * * Time has not permitted us to obtain advice from the Bureau of the 
Budget as to the relationship of the bills covered by this report to the program 
of the President. 

Sincerely yours, 
Joun L. THuRSTON, 
Acting Administrator. 


[H. R. 4133, 82d Cong., Ist sess.] 


A BILL To provide for the payment of Federal unemployment taxes into the Federal 
unemployment account to be available for the administration of unemployment com- 
pensation laws and public employment offices, and to return to the States the excess of 
such taxes over such administrative expenses, to redefine the term “employer” as used 
in the Federal Unemployment Tax Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Employ- 
ment Security Administrative Financing Act of 1951”. 

Sec. 2. Sections 301 and 302 of the Social Security Act, as amended, are 
amended to read: 


“FEDERAL UNEMPLOYMENT ACCOUNT 


“Sec. 301. (a) There is hereby appropriated to the Federal unemployment 
account in the Unemployment Trust Fund for the period beginning January 1, 
1952, and ending June 30, 1952, for the fiscal year ending June 30, 1953, and 
for each fiscal year thereafter, amounts equivalent to 100 per centum of the 
taxes (including interest, penalties, and additions to the taxes) received after 
December 31, 1951, under the Federal Unemployment Tax Act and covered into 
the Treasury. There are also authorized to be advanced to the Federal unem- 
ployment account, out of any moneys in the Treasury not otherwise appropriated, 
such additional sums as may be required to carry out the purposes of this title. 

“(b) For the purpose of assisting the States in the administration of their 
unemployment compensation laws, and in the establishment and maintenance 
of systems of public employment offices in accordance with the provisions of 
the Act of June 6, 1933, as amended (29 U. S. C. 49-491), there is hereby author- 
ized to be expended for payments to the states from the Federal unemployment 
account in the Unemployment Trust Fund for the fiscal year ending June 30, 
1953, and for each fiscal year thereafter, a sum not to exceed the amounts, 
including amounts to be expended with the prior approval of the Director of 
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the Bureau of the Budget only in the event of unforeseen changes in condi- 
tions, specified by Congress in the appropriation Act or Acts for the Department 
of Labor for each such fiscal year and such amounts as may be agreed upon by 
the Department of Labor and the Post Office Department for the payment in 
such manner as said parties may jointly determine of postage for the trans- 
mission of official mail matter in connection with the administration of their 
unemployment compensation laws and their systems of public employment offices 
by the States. 

“(c) There is authorized to be expended from the Federal unemployment 
account for the fiscal year ending June 30, 1953, and for each fiscal year 
thereafter, a sum not to exceed the amounts specified by Congress in the 
administration by the Department of Labor of its functions under the Federal 
Unemployment Tax Act, titles III, IX, and XII of the Social Security Act, as 
amended, and of the provisions of the Act of June 6, 1983, as amended. 

“(d) In the event that the balance in the Federal Unemployment Account on 
July 1, 1953, and on July 1 of any fiscal year thereafter is in excess of the amounts 
authorized to be expended from the account for such fiscal year in accordance 
with the provisions of subsections (b) and (c), the Secretary of the Treasury 
is directed, prior to audit or settlement by the General Accounting Office, to 
transfer (1) to the States’ Reserve Account, hereby created, in the Federal 
Unemployment Account an amount equal to 20 per centum of the excess: Pro- 
vided, That if the amount in the States’ Reserve Account is $50,000,000 or more 
on any July 1, the Secretary of the Treasury shall not transfer any of the 
excess to the States’ Reserve Account: Provided further, That no greater 
amount of the excess on any July 1 than the amount representing the difference 
between $50,000,000 and the amount then in the States’ Reserve Account shall 
be transferred to the States’ Reserve Account and (2) to each State’s account 
in the Unemployment Trust Fund, as soon as practicable and in no event later 
than October 1 of such year, such State’s share of the excess. Each State’s 
share shall be determined by the Secretary of Labor on the basis of reports 
urnished by the States and shall be equal to an amount which has the same 
relation to the excess (remaining after such transfer to the States’ Reserve 
Account, if there be such transfer) as the wages subject to contributions under 
such State unemployment compensation law during the preceding calendar year 
which have been reported to the State by such July 1 bears to the total of wages 
subject to contributions under all State unemployment compensation laws 
during such calendar year which have been reported to the States by such July 1. 

“(e) No amount shall be transferred to the account of any State pursuant 
to subsection (d)— 

“(1) until the Secretary of the Treasury has transferred from the Federal 
unemployment account to the Treasury any moneys advanced to such Federal 
unemployment account in accordance with the provisions of subsection 
(a); or 

“(2) if the Secretary of Labor finds that such State is not at the time of 
distribution eligible for certification pursuant to the provisions of section 3038 
of this title and sections 1602 (b) and 1603 (c) of the Interna! Revenue Code. 


“PAYMENTS TO STATES 


“Sec. 302. (a) The Secretary of Labor (hereinafter referred to as ‘Secretary’ ) 
shall from time to time certify to the Secretary of the Treasury for payment to 
each State which has an unemployment compensation law approved by the 
Secretary under the Federal Unemployment Tax and which is found to be in 
compliance with the requirements of the Act of June 6, 1933, as amended, such 
amounts as the Secretary determines to be necessary for the proper and efficient 
administration of such law and of the public employment offices in the State 
during the fiscal year for which such payment is made. The Secretary's deter- 
mination shall be based on (1) the population of the State; (2) an estimate of 
the number of persons covered by the State law and of the cost of proper and 
efficient administration of such law and of the public employment offices in the 
States; and (3) such other factors as the Secretary finds relevant. The Secre- 
tary shall not certify for payment under this subsection in any fiscal year a total 
amount in excess of the amount specified for such purpose in the appropriation 
Act or Acts for the Department of Labor for such fiscal year. 

“(b) The Secretary of the Treasury shall, upon receiving a certificition under 
subsection (a), pay from the Federal unemployment account in the Unemploy- 
ment Trust Fund, to the State agency charged with the administration of the 
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State unemployment compensation law, prior to audit or settlement by the 
General Accounting Office, in accordance with such certification.” 

Sec. 3. Paragraphs (4) and (5) of section 303 (a) of the Social Security Act, 
as amended, are amended to read: 

“(4) The payment of all money received in the unemployment fund of 
such State (except for refunds of sums erroneously paid into such fund, and 
except for refunds paid in accordance with the provisions of section 1606 (b) 
of the Federal Unemployment Tax Act), immediately upon such receipt, to 
the Secretary of the Treasury to the credit of the unemployment trust fund 
established by section 904: Provided, That a State may use during any fiscal 
year, for expenses incurred by it for the administration of its unemployment 
compensation law and public employment offices, an amount equal to the 
amount transferred to such fund pursuant to the provisions of section 301 (d) 
during the five most recent fiscal years, less any amounts withdrawn by 
the State for administrative costs during such five fiscal years; and 

“(5) Expenditure of all money withdrawn from an unemployment fund 
of such State, in the payment of unemployment compensation, exclusive 
of expenses of administration, and for refunds of sums erroneously paid into 
such fund and refunds paid in accordance with the provisions of section 
1606 (b) of the Federal Unemployment Tax Act: Provided, That an amount 
equal to the amount of employee payments into the unemployment fund 
of the State may be used in the payment of cash benefits to individuals with 
respect to their disability, exclusive of expenses of administration: Provided 
further, That a State may use during any fiscal year, for expenses incurred 
by it for the administration of its unemployment compensation law and 
public employment offices, an amount equal to the amount transferred to 
such fund pursuant to the provisions of section 301 (d) during the five most 
recent fiscal years, less any amounts withdrawn by the State for admin- 
istrative costs during such five fiscal years ;". 


Sec. 4. Title XII of the Social Security Act, as amended, is amended to read: 
“ADVANCES TO STATE UNEMPLOYMENT FUNDS 


“Sec. 1201. (a) In the event that the balance in a State’s account in the 
Unemployment Trust Fund at the close of September 30, 1951, or of the last day 
in any ensuing calendar quarter, does not exceed a sum equal to the total unem- 
ployment compensation paid out under the unemployment compensation law of 
the State during the twelve months ending at the close of such day, the State shall 
be entitled, subject to the provisions of this title, to have transferred from the 
Federal unemployment account to its account in the Unemployment Trust Fund 
an amount not exceeding the highest amount of the unemployment compensation 
paid out by it in any one of the four calendar quarters most recently completed 
prier to such day. 

“(b) The Secretary of Labor is authorized and directed, on application of the 
Governor of any State, to make findings as to whether the conditions for the 
transfer of moneys provided for in subsection (a) hereof have been met; and 
if such conditions exist, the Secretary of Labor is directed to certify, to the 
Secretary of the Treasury, from time to time, such amounts for transfer in order 
to carry out the purposes of this title, as may be specified in said application, 
subject to the limitation of subsection (a). The application of a State Governor 
shall be made on such forms, and contain such information and data, fiscal and 
otherwise, concerning the operation and administration of the State law, as the 
Secretary of Labor deems necessary or relevant to the performance of his duties 
hereunder. 

“(c) Any amount transferred to the account of any State under this section 
shall be treated as an advance, without interest, to the unemployment fund of 
such State and shall be recovered for the Federal unemployment account, as 
provided in section 1202 of this title. 

“Sec. 1202. (a) On application of the governor of any State with respect to 
which an advance is outstanding under section 1201, the Secretary of Labor shall 
certify to the Secretary of the Treasury the amount stated in said application to 
be transferred from the unemployment account of said State in the Unemploy- 
ment Trust Fund to the Federal unemployment account. The Secretary of the 
Treasury @hall make such transfer as of the close of the calendar month in 
which such application is made. 

“(b) There are hereby appropriated to the Federal unemployment account in 
the Unemployment Trust Fund for the fiscal year beginning July 1, 1953, and 
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for each fiscal year thereafter, amounts equivalent to 100 per centum of the addi- 
tional taxes received after June 30, 1953, under the reduced credits provisions 
of section 1601 (c) (2) of the Federal Unemployment Tax Act and covered into 
the Treasury. All such amounts shall be credited against and shall operate to 
reduce the balance of any advance outstanding with respect to the unemployment 
fund of the State with respect to whose taxable payrolls said taxes were paid. 
In case the amount of said taxes exceeds the amount of the remaining balance 
of the advance to the unemployment fund of the State in question, an amount 
equal to such excess shall be credited to the account of said State in the Unem- 
ployment Trust Fund. 

“(c) There are hereby authorized to be appropriated to the Federal unemploy- 
ment account as a repayable advance, out of any moneys in the Treasury not 
otherwise appropriated, such sums as may be required to carry out the purposes 
of this title.” 

Sec. 5. Section 1601 (c) of the Internal Revenue Code (Federal Unemployment 
Tax Act), as amended, is amended to read as follows: 

“(c) Limit on Torar CrepiTs.— 

“(1) The total credits allowed to a taxpayer under this subchapter shall 
not exceed 90 per centum of the tax against which such credits are allowable. 

“(2) In the event an advance or advances have been made to the un- 
employment account of a State under title XII of the Social Security Act, and 
if any balance of such advance or advances has not been returned to the 
Federal unemployment account as provided in that title or in this subsection, 
then the total credits allowed under this subchapter to a taxpayer as to his 
wages taxable by such State shall, on the second consecutive January 1st on 
which such a balance of unreturned advances existed, be reduced for the 
ensuing taxable year by 5 per centum of the tax against which such credits 
are allowable ; on the third consecutive January 1st on which such a balance 
of unreturned advances existed, the total credits thus allowed to such tax- 
payer for the ensuing taxable year shall be reduced by 10 per centum of 
the tax against which such credits are allowable; and for each additional 
consecutive January 1st on which such a balance of unreturned advances 
exists, the total credits thus allowed such a taxpayer shall be reduced 
an additional 5 per centum of the tax against which such credits are 
allowable; Provided, That such tax credit reduction shall not apply to the 
wages taxable by any State for any taxable year if such State’s advances 
have been fully returned at least thirty days before the close of such taxable 
year.” 

Sec. 6. Paragraphs 3 and 4 of section 1608 (a) of the Internal Revenue Code, 
as amended, are amended to read: 

“(3) All moneys received in the unemployment fund of such State (except 
for refunds of sums erroneously paid into such fund, and except for re- 
funds paid in accordance with the provisions of section 160 (b) immediately 
upon such receipt be paid over to the Secretary of the Treasury to the credit 
of the Unemployment Trust Fund established by section 904 of the Social 
Security Act, as amended: Provided, That a State may use during any fiscal 
year, for expenses incurred by it for the administration of its unemployment 
compensation law and public employment offices, and amount equal to the 
amount transferred to such fund pursuant to the provisions of section 301 (d) 
of such act during the five most recent fiscal years, less any amounts with- 
drawn by the State for administrative costs during such five fiscal years ; and 

“(4) All money withdrawn from an unemployment fund of such State shall 
be used solely in the payment of unemployment compensation, exclusive of 
expenses of administration, and for refunds of sums erroneously paid into 
such fund and refunds paid in accordance with the provisions of section 
1606 (b): Provided, That an amount equal to the amount of employee pay- 
ments into the unemployment fund of the State may be used in the payment 
of cash benefits to individuals with respect to their disability, exclusive of 
expenses of administration: Provided further, That a State may use during 
any fiscal year, for expenses incurred by it for the administration of its 
unemployment compensation law and public employment offices, an amount 
equal to the amount transferred to such fund pursuant to the provisions of 
section 301 (d) of the Social Security Act, as amended, during the five most 
recent fiscal years, less any amounts withdrawn by the State for adminis- 
trative costs during such five fiscal years ;” 

Sec. 7. This heading of subchapter C of chapter 9 of the Internal Revenue 
Code is hereby amended to read as follows: “SUBCHAPTER C—FEDERAL 
UNEMPLOYMENT TAX ACT”, 
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Sec. 8. Effective January 1, 1953, subsection (a) of section 1607 of the Internal 
Revenue Code, as amended, is amended to read as follows: 

“(a) EmpLoyrer.—The term ‘employer’ means any person who, at any time 
during the taxable year, has one or more individuals in employment.” 

Sec. 9. Section 1607 (f) of the Internal Revenue Code, as amended, is amended 
by changing the period at the end thereof to a colon and adding: “Provided 
further, That a State may use during any fiscal year, for expenses incurred by it 
for the administration of its unemployment compensation law and public em- 
ployment offices, an amount equal to the amount transferred to such fund pur- 
suant to the provisions of section 301 (d) of the Social Security Act, as amended, 
during the five most recent fiscal years, less any amounts withdrawn by the 
State for administrative costs during such five fiscal years.” 

Sec. 10. (a) Clause (2) of the second sentence of subsection (h) of section 
904 of the Social Security Act, as amended, is amended to read: “(2) the excess 
of the taxes collected in each fiscal year beginning after June 30, 1946, and end- 
ing prior to July 1, 1952, under the Federal Unemployment Tax Act, over the 
unemployment administrative expenditures made in such year”. 

(b) Subsection (h) of section 904 of the Social Security Act, as amended, is 
amended by striking out the third sentence thereof. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 14, 1951. 
Hon. R. L. DoventTon, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Doventon: This is with further reference to the request 
of Mr. Charles W. Davis for the views and recommendations of the Department 
of Labor on H. R. 4133, a bill to provide for the payment of Federal unemploy- 
ment taxes into the Federal unemployment account to be available for the admin- 
istration of unemployment-compensation laws and public employment offices, and 
to return to the States the excess of such taxes over such administrative expenses, 
to redefine the term “employer” as used in the Federal Unemployment Tax Act, 
and for other purposes. 

This bill provides for the automatic deposit of the Federal revenues derived 
from the Federal Unemployment Tax Act into the Federal unemployment account. 
It further provides that the grants from the Federal Government to the States 
for the administration of the State unemployment-compensation laws and the pub- 
lic employment offices, together with the expenses of the Department of Labor in- 
curred in connection with these programs, shall be paid out of such proceeds. 
Of the excess remaining after the payment of these costs, 20 percent would be 
transferred annually to the States’ reserve account, which is created by this bill, 
unless the balance in such account equals or exceeds $50 million. If the full 
20 percent would raise the balance above $50 million, then there would be trans- 
ferred only enough to bring the balance up to $50 million. The remainder would 
be transferred annually on a proportional basis to each State’s account in the 
unemployment trust fund. Each State could use the distributed funds credited 
to its account during the five most recent fiscal years to help meet its adminis- 
trative expenses. This is in addition to the annual grant to the State by the 
Federal Government for the administration of its employment security program. 

Section 4 of H. R. 4133 provides for non-interest-bearing advances from the 
Federal unemployment account to States whose reserve funds are dangerously 
low. A State would become eligible for an advance upon the application of its 
governor and a finding by the Secretary of Labor that on the last day of any 
calendar quarter the balance in its account in the unemployment trust fund had 
fallen below an amount equal to the amount paid in benefits during the last 
12-month period ending on that date. The amount of such an advance would be 
limited to an amount equal to the benefit payments paid in that quarter of the 
last four in which benefit payments were the highest. 

Repayment of such advances is to be effectuated by the transfer, upon the 
application of the governor, from the State’s account to the Federal unemploy- 
ment account. Section 5 of the bill provides that if any unpaid balance remains 
on the second consecutive January 1 after the loan is made, the 90-percent 
maximum credit to the taxpayers in that State will be reduced by 5 percent of 
the total tax. The credit is to be further reduced by 5 percent on each consecu- 
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tive January 1 on which a balance remains unpaid. The additional taxes col- 
lected by the Federal Government as a result of these reductions are to be ap- 
plied to the unpaid balance of the advance. 

Section 8S of the bill defines the term “employer” in the Federal Unemploy- 
ment Tax Act to include “any person who, at any time during the taxable year, 
has one or more individuals in employment.” 

I strongly disapprove of the provision in H. R. 4133 which would distribute 
among the States from 80 to 100 percent of the excess of the tax collections over 
the administrative financing costs. Such a distribution would chiefly accom- 
plish only the transfer of funds from the Federal Treasury to State accounts. 
They would not be so distributed as to meet any State need for additional funds. 
No orderly or rational relationship would exist between the amount of money 
given the State as its share of the excess and the size of its reserves for bene- 
fits or of its budget for administration. Furthermore, the lack of uniformity in 
State budget requirements and the absence, in some instances, of effective budget 
controls would result in wide variation in the actual use of the funds in the 
States. 

The distribution of the excess would violate the basic principle underlying the 
financing of State administration—namely, that the funds appropriated by Con- 
gress and granted to the States should be sufficient to assure proper and efficient 
administration of the State laws but that such Federal funds should not be 
available for costs beyond what is necessary for proper and efficient adminis- 
tration. The fact that such excess funds could be expended by the States without 
regard to Federal fiscal controls would aggravate the violation of this principle. 

The distribution of the excess each year would leave the Federal unemploy- 
ment account constantly depleted (except for the reserve designed for loans to 
the States) and thus require Congress to appropriate sums above the income 
from the Federal unemployment tax in years of heavy unemployment, unavoid- 
ably heavy administrative costs, and low tax return. Thus one of the chief 
advantages of having a central fund for administrative costs—that good tax 
years can offset bad—is lost. It would be preferable to accumulate the excess 
collections as a reserve to meet the costs of administering the employment se- 
curity program in those years when tax collections are less than the costs of 
administration. 

Non-interest-bearing advances to States will not necessarily protect their funds 
against insolvency. Under section 4 of the bill, such assistance will be available 
only when a State fund is near bankruptcy. A State's reserve fund must fall 
below the amount paid in benefits during the last 12-month period before that 
State can receive such assistance. Because the amount of the loan cannot exceed 
the highest amount of benefits paid out by the State in any one of the four most 
recently completed calendar quarters, it may be insufficient to prevent the com- 
plete exhaustion of the already nearly exhausted funds of the State during a 
prolonged period of increasing benefit costs. 

Although assuring prompt repayment of advances, the automatic repayment 
provision in section 5 will retard the rebuilding of State reserve funds. It may 
cause higher contribution rates and thereby increase the burden on employers 
at times when business is slow. During long periods of unemployment a State 
may find itself borrowing and at the same time having the total tax credit of 
its employers reduced. Despite the higher taxes which the State would have 
to levy during such a period, the State may have to borrow indefinitely as long 
as the high costs continue. 

Under such a provision, the high-cost States would have particular difficulty 
in eliminating the present undesirable direct relationship: between benefit costs 
and employer contribution rates. Under the existing financial structure, employer 
contributions are generally highest when unemployment is heavy and business 
conditions are poor and when employers can least afford the increased taxes. 
After considerable study, some progress has been made in the development of 
methods to minimize the yearly tax-rate fluctuations by stabilizing tax rates over 
a period of good and bad years. This would be very difficulut under H. R. 4133 
for those States which would have to repay their loans even during periods of 
bad business, heavy unemployment, and high costs. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report and that enactment of the proposed legislation would not be in 
accord with the program of the President. 

Yours very truly, 





Mavrice J. Tortn, 
Secretary of Labor. 
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FepeERAL SECURITY AGENCY, 
Washington, D. C., March 31, 1952. 
Hon, R. L. DoucHuton, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMan: This letter is in response to your request for a report 
on H. R. 4133, a bill to provide for the payment of Federal unemployment taxes 
into the Federal unemployment account to be available for the administration of 
unemployment compensation laws and public employment offices, and to return 
to the States the excess of such taxes over such administrative expenses, to 
redefine the term “employer” as used in the Federal Unemployment Tax Act, 
and for other purposes. 

This bill centains the following major features: 

1. It would earmark and appropriate to the Federal unemployment account 
in the unemployment trust fund all collections under the Federal Unemployment 
Tax Act. There would also be authorized to be advanced to the Federal unem- 
ployment account, out of the general funds in the Treasury, such additional funds 
as might be required to carry out the provisions of title III of the Social Security 
Act, relating to grants to the States for administration of their unemployment 
compensation and employment service systems. 

2. It would make payable out of the Federal unemployment account the grants 
to the States for the administration of their unemployment compensation laws 
and of public employment offices, and also the expenses of administration by the 
Department of Labor of its functions in connection with these programs (i. e., 
under the Federal Unemployment Tax Act, titles III, IX, and XII of the Social 
Security Act, and the Wagner-Peyser Act) 2 

3. It would provide that, if in any year there is in the Federal unemployment 
account an amount in excess of what is needed for the above costs, there shall 
be transferred out of such excess to the States’ reserve account (created by the 
bill) in the Federal unemployment account 20 percent of such excess or so much 
of such 20 percent as may be necessary to bring the amount in the States’ reserve 
account up to $50,000,000. 

4. The remainder of the excess in the Federal unemployment account over the 
cost of grants to States for administration and the cost of the administrative 
expenses of the Labor Department under these programs would be transferred 
annually to the accounts of the several States in the unemployment trust fund 
according to an apportionment formula, and would be available to the States not 
only for the payment of unemployment compensation but for administrative ex- 
penses. (The only limitation would be that the State could use for administra- 
tive expenses only such distributed funds as were credited to its account within 
the five most recent fiscal years.) The authority to use these funds for adminis- 
trative expenses would be in addition to the Federal grants to the States of the 
amounts determined by the Secretary of Labor to be necessary for the proper and 
efficient administration of the States’ unemployment law and of the public 
employment offices in the States. 

5. Under certain circumstances States would, upon application of the Governor 
of the State, become entitled to non-interest-bearing loans, called advances, to 
their unemployment funds from the Federal unemployment account in the unem- 
ployment trust fund. This would be true whenever a State’s balance in its 
account in the unemployment trust fund at the end of a calendar quarter is no 
greater than the total unemployment compensation paid out under the State’s 
unemployment-compensation law within the last 12 months. The amount of such 
advance could not exceed the unemployment benefits paid out by the State in 
that quarter of the last four completed calendar quarters in which benefit pay- 
ments were highest. Unless such advances are voluntarily returned by the State 
prior to the second consecutive January 1 after the making of the advance,’ the 
Federal unemployment tax on wages taxable by such State under its unemploy- 
ment-compensation law would be increased by reducing the 90 percent maximum 





1 This bill, incidentally, would carry into the Social Security Act the basic authority, 
written into the Wagner-Peyser Act by Public Law 775, Sist Cong., to make 100-percent 
grants for the administration by the States of public employment offices. 

*Such voluntary repayment would be initiated by an application of the Governor to the 
Secretary of Labor to transfer the amount stated in the application from the unemploy- 
ment account of the State in the unemployment trust fund to the Federal unemployment 
account. 
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tax credit to the taxpayer under the Federal Unemployment Tax Act by 5 percent 
of the tax against which the credit is allowable. The credit would be further 
reduced by 5 percent on each consecutive January 1 on which there remains a 
balance unrepaid by the State. The additional taxes so collected, however, would 
be applied in reduction of the unpaid balance of the advance made to the State. 
Moreover, the reduction in the tax credit would not apply for any taxable year if 
such State’s taxes have been fully returned before the close of such year. 

6. The Federal Unemployment Tax Act would be amended so as to make the 
tax applicable to any employer who, at any time during the taxable year, has 
one or more individuals in his employment, whereas the present law limits the 
tax to employers who have had at least 8 employees in their employment on 
at least 1 day of each of 20 calendar weeks during the taxable year. 


COMMENT 


(a) The earmarking of the Federal tax for program purposes is highly de- 
sirable, in our opinion. It was understood from the beginning, although not 
specified in the law, that the revenue from the Federal tax was intended to 
finance the administrative costs of the program. Certainly, we can find no 
justification for diverting a payroll tax of this kind from program purposes and 
using it to finance the general expenses of the Government. The earmarking 
provision of the bill, subject to the changes recommended below with respect to 
expenditures from the Federal unemployment account, would give reasonable 
assurance that the employment-security program would be adequately financed 
in periods of economic recession as well as in those of prosperity. 

(b) We believe, however, that it would be unwise to require, as provided in 
the bill, that from 80 to 100 percent of the balance of the earmarked funds re- 
maining after the making of grants to the States for administration and after 
the payment of Federal administrative costs be automatically apportioned 
among the States, to be used, if they saw fit, for administrative expenses of the 
State unemployment-compensation and employment-service programs, 

It is true that the bill provides for building up, coneurrently with distribu- 
tion to the States, a $50,000,000 reserve which is presumably to be the source 
for the non-interest-bearing advances to be made to States in need of such ad- 
vances. This Agency endorses the concept of making provision, through reinsur- 
ance or other appropriate means, for coming to the rescue of dangerously im- 
paired State unemployment funds under proper safeguards, But, apart from 
the question whether this reserve fund should be built up so slowly and whether 
$50,000,000 would be enough in the long run for that purpose, we do not believe 
that the distribution of excess Federal tax collections to the States, to be used 
at their discretion for expenses of administration in addition to the Federal 
grants for administration, is the proper answer to any stringency felt by the 
States because the grants have been inadequate. The Social Security Act pro- 
vides that the Federal grants shall be in such amounts as the Secretary of Labor 
determines to be necessary for the proper and efficient administration of the 
State laws, and this determination is largely based on information furnished by 
the States. If it is argued that in many cases grants have been less than they 
should have been, it is because the appropriations made by the Congress for 
that purpose have been insufficient. If States need more money for administra- 
tion, the answer, therefore, lies in adequate appropriations by the Congress 
from the taxes which the bill would earmark, and not in the automatie distribu- 
tion proposed by the bill which, we believe, would be haphazard in its applica- 
tion, inefficient, and wasteful. 

In this connection, it should be borne in mind that the distribution to the 
States which the bill proposes would be in proportion to the relative totals of 
taxable wages in the several States. This formula would by no means neces- 
sarily be based on the relative needs of the States for administrative funds. On 
the contrary, past experience indicates that the States which are most likely to 
need additional funds are those which, under the proposed formula, would 
receive insignificant shares in the distribution. 

The distribution of the excess of the tax collections each year to the States 
would prevent the building up of a reserve in the Federal unemployment account 
to meet the cost of Federal grants for State administration and of Federal 
administration when, because of increased unemployment, lower taxable pay- 
rolls, higher administrative costs, and lower tax revenue, administrative costs 
may exceed the Federal tax income. Under such circumstances, Congress might 
be required to draw on general revenue for the support of the program despite 
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the fact that the proceeds from the Federal Unemployment Tax Act would 
have been sufficient to meet all administrative costs of the program had “the 
excess” not been distributed each year. In that event a major advantage of ear- 
marking would be lost. 

(c) It is doubtful, too, that the provisions for non-interest-bearing loans to 
the States for benefit purposes are the best way of coming to the aid of State 
unemployment funds in times of stress. In the form proposed in the bill, these 
loaus will not necessarily protect against insolvency of State funds. The require- 
ment that a State’s unemployment fund balance must fall below the amount 
paid in benefits during the last 12 months before the State may receive assist- 
ance means that assistance will become available only when the State fund is 
on the verge of bankruptcy. Moreover, since the amount of the loan is limited 
to an amount paid in benefits 12 to 15 months earlier, the amount of the loan 
may, in the event of a prolonged period of increasing bene.it costs, be insuilicient 
to prevent complete exhaustion of the near-exhausted funds. 

Again, the provision for forced collection of such loans by means of progres- 
sively increasing the Federal tax through reduction in the tax credit may tend 
to increase the tax burden on employers in such States and make for a com- 
petitive disadvantage in relation to employers in other States at the very time 
when high unemployment and poor business conditions in the borrowing States 
would make this most burdensome and retard recovery. To avoid this, every 
pressure would, in the absence of Federal benelit standards, be ex -rted on the 
States to reduce benefit payments in times when the need for ben fics is greatest. 

Hence, while we are sympathetic to the objective of the bill to provide reserves 
to aid State unemployment funds in times of stringency, we believe that a dif- 
ferent approach is desirable. We would suggest consideration of re. nsurance 
provisions along the lines of those in H. R. 525 which, incidentally, contain 
safeguards to assure sound State unemployment tax policies as a condition of 
obtaining a reinsurance grant. 

(d) We endorse wholeheartedly the provision of the bill which would e .tend 
coverage to employers of one or more employees and thus make unemployment 
insurance coverage coextensive with that now provided under the old-age and 
survivors insurance program. Small firms were originally excluded froi.: unem- 
ployment insurance coverage because it was considered too difficult an adminis- 
trative problem to cover them from the outset. However, the Federal! old age 
and survivors insurance prograin has successfully covered empioycrs of «ne or 
more employees from its inception. Many States have amended their un:m- 
ployment insurance laws to cover small firms and have encountered no serious 
administrative problems. Moreover, all but tive of the States, which now exempt 
small tirms from coverage, have incorporated into their laws provisions for 
extending coverage to all firms, regardless of size, if and when the Federal! unem- 
ployment tax is extended to coverage of such firms. 

We are advised by the Bureau of the Budget that there is no objection to the 
submission of this report to your committee and that enactment of the bill would 
not be in accord with the program of the President. 

Sincerely yours, 
JoHN L. THURSTON, 
Acting Administrator. 


[H. R. 6174, 82d Cong., 2d sess.] 


A BILL To —— supplementary unemployment compensation benefits in certain cases 
to workers unemployed during the national emergency, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
‘Defense Unemployment Compensation Act of 1952”. 


FINDINGS AND DECLARATION OF POLICY 


Sec. 2. (a) The Congress hereby finds that mobilization of the Nation's pro- 
ductive resources for the defense of the United States, and dislocations in the 
economy during the national emergency, have caused, directly and indirectly, 
large numbers of persons in certain areas to become unem™loyed. The Congress 
further finds that a large amount of such unemployment is among workers whose 
skills are and will be essential to the defense efforts of the Nation and its security ; 
that the present benefits provided under State unemployment compensation laws 
are both inadequate and unfair to workers suffering such unemployment; and 
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that alleviation thereof is essential to defense mobilization and must be con- 
sidered to be part of the cost of the defense program. 

(b) It is hereby declared to be the policy of this Act, through the exercise by 
the Congress of its power to promote the general welfare, during the national 
emergency, to provide unemployed workers in those States where such unem- 
ployment has become substantial, with supplementary payments in addition 
to the benefit payments to which unemployed workers are entitled under the 
unemployment compensation laws of such States, in such amounts as to prevent 
the imposition upon such workers of an inequitable share of the burden of the 
defense program. 

DEFINITIONS 


Sec. 3. When used in this Act— 

(a) The term “weekly wages” means, with respect to an individual (1) 
“average weekly wage” as defined in the unemployment compensation law of 
any State if the period used under such law for determining compensation for 
a week of total unemployment includes specified weeks of employment; or (2) 
one-thirteenth of the high-quarter wages, if the period used in the unemploy- 
ment compensation law of any State for determining compensation for a week 
of total employment is the quarter of highest wages in the base period: Provided, 
That if it is impracticable for any State to apply either definition (1) or (2), 
the Secretary may approve such other definition for such State as he shall 
find to be fair and reasonably consistent with the purposes of definitions (1) and 

2) and with the procedures for determining benefit amounts in such State. 

(b) For purposes of this Act, the term “national emergency” means the period 
beginning ten days after the enactment of this Act and ending with the last 
day of the calendar quarter in which the President proclaims the emergency 
declared by Proclamation Numbered 2914, December 16, 1950 (3 CFR, 1950 
Supp., p. 71) to have terminated or in which the Defense Production Act of 
1950, as amended, is terminated, whichever date is later. 

(c) The term “State” includes the District of Columbia, Alaska, and Hawaii. 

(d) The term “Governor” means the chief executive of any State including 
the Commissioners of the District of Columbia. 

(e) The term “Secretary” means the Secretary of Labor. 


AGREEMENTS WITH THE STATES 


Sec. 4. (2) Whenever the Governor of any State certifies, and the Secretary 
finds, that within his State, or within one or more labor market areas of his 
State, there exists substantial unemployment among workers covered by the 
unemployment compensation law of the State with no prospect of immediate 
reemployment in the labor market area, the Secretary shall on behalf of the 
United States enter into an agreement with such State, or with the agency 
administering the unemployment compensation law of such State, under which 
the State agency (1) will make as agent of the United States, supplementary 
payments of compensation to all unemployed individuals in the State on the 
basis provided in subsection (b) of this section during the national emergency 
and (2) will otherwise cooperate with the Secretary and with other State 
agencies in making payments of compensation under this Act. 

(b) Any such agreement shall provide that— 

(1) the term of such agreement shall be for twelve months from the dxate 
of the Governor's certification unless (a) the Governor of the State with- 
draws his certification as provided in section 6 of this Act, in which event 
the agreement shall terminate. At the end of such period, the Governor 
of such State may recertify that there still exists within his Sfate or within 
one or more labor market areas of his State, substantial unemployment 
among workers covered by the unemployment compensation law of the 
State, with no prospect of immediate reemployment in the labor market 
areas. If the Secretary also finds, the agreement may be extended for 
additional periods of twelve months; 

2) Federal supplementary payments of compensation under this Act 
shall be payable to an individual in a State with respect to his unemploy- 
ment occurring after the date of the certification by the Governor of such 
State; 

(3) the amount of the Federal supplementary payment of unemployment 
compensation to an individual for a week of total unemployment shall be 
an amount equal to 50 per centum of the amount payable to such an indi- 
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vidual under the provisions of the unemployment compensation law of such 
State (exclusive of any payments made with respect to his dependents) 
for such week so long as the aggregate amount paid to the individual under 
the provisions of this Act and under the unemployment compensation law 
of the State does not exceed 65 per centum of the individual’s weekly wages ; 
where the State unemployment compensation law provides additional bene- 
fits for individuals with dependents, the amount of the Federal supple- 
mentary payments to individuals with dependents shall be increased by 
an amount equal to that allowed by the State law for such dependents. 
In no case, however, shall the aggregate amount paid to an individual under 
the provisions of this Act and under the unemployment compensation law 
of the State exceed 6714 per centum of weekly wages in the case of an 
individual with one dependent, 70 per centum of weekly wages in the case 
of an individual with two dependents, 72%4 per centum of weekly wages 
in the czse of an individual with three dependents, and 75 per centum of 
weekly wages in the case of an individual with four or more dependents ; 

(4) the amount of the Federal supplementary payment of unemploy- 
ment compensation to an individual for a week of partial unemployment 
shall be the amount necessary to provide such individual with a weekly 
benefit equal to the aggregate he would have received under paragraph (3) 
of this subsection for a week of total unemployment, less his earnings 
for such week in excess of the partial earnings allowance, if any, permitted 
by the unemployment compensation law of the State. 

(5) any Federal supplementary payment under this Act shall be rounded 
to the nearest dollar; and 

(6) any determination by a State agency with respect to Federal supple- 
mentary payments under this section shall be subject to review in the same 
manner and to the same extent as determinations under the State unemploy- 
ment compensation laws, and only in such manner and to such extent. 

(c) Any agreement under this Act shall provide that compensation otherwise 
payable to any individual under the State’s unemployment compensation law will 
not be denied or reduced for any week by reason of any payment made pursuant 
to such agreement. No agreement under this Act for payment of compensation 
by a State agency shall be valid if compensation payable to any individual under 
the law of such State is less than it would have been under such law as it existed 
on January 1, 1952. 

WITHDRAWAL OF CERTIFICATION 


Sec. 5. Whenever a Governor who has made a certification under this Act 
determines that there no longer exists within his State or within one or more 
labor market areas of his State substantial unemployment among workers 
covered by the unemployment compensation law of such State, he shall withdraw 
his certification to the Secretary, after which no payments under this Act shall 
be made to individuals in that State with respect to weeks of unemployment 
occurring after the date on which the Governor withdraws his certification. 


PAYMENTS TO STATES 


Sec. 6. (a) Each State shall be entitled to be paid by the United States an 
amount equal to the additional cost to the State of payments of compensation 
made under and in accordance with an agreement under this Act which would 
not have been incurred by the State but for the agreement. 

(b) In making payments pursuant to subsection (a) of this section, there shall 
be paid to the State, either in advance or by way of reimbursement, as may be 
determined by the Secretary, such sum as the Secretary estimates the State will 
be entitled to receive under this Act for each calendar month, reduced or increased, 
as the case may be, by any sum by which the Secretary finds that his estimates 
for any prior calendar month were greater or less than the amounts which should 
have been paid to the State. Such estimates may be made upon the basis of such 
statistical sampling, or other method, as may be agreed upon by the Secretary 
and the State agency. 

(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payments to each State sums payable to such State under this 
section. The Secretary of the Treasury, prior to audit or settlement by the 
General Accounting Oflice, shall make payment to the State in accordance with 
such certification, from the funds for carrying out the purposes of this Act. 
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(d) All money paid a State under this Act shall be used solely for the pur- 
poses for which it is paid; and any money so paid which is not used for such 
purposes shall be returned, at the time specified in the agreement under this 
Act, to the Treasury and credited to current applicable appropriations, funds, or 
accounts from which payments to States under this Act may be made. 

(e) An agreement under this Act may require any officer or employee of the 
State certifying payments or disbursing funds pursuant to the agreement, or 
otherwise participating in its performance, to give a surety bond to the United 
States in such amount as the Secretary may deem necessary, and may provide 
for the payment of the cost of such bond from funds for carrying out the pur- 
poses of this Act. 

(f) No person designated by the Secretary, or designated pursuant to an 
agreement under this Act, as a certifying officer shall in the absence of gross 
negligence or intent to defraud the United States, be liable with respect to the 
payment of any compensation certified by him under this Act. 

(g) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this Act if it was based upon a voucher signed by a certifying officer desig- 
nated as provided in subsection (f) of this section. 

(h) For the purpose of payments made to a State under title III of che Social 
Security Act, as amended, administration by the State agency of such State 
administration of the State unemployment compensation law. 
pursuant to an agreement under this Act shall be deemed to be a part of the 


INFORMATION 


Sec. 7. The agency administering the unemployment compensation law of any 
State shall furnish to the Secretary such information as the Secretary may find 
necessary or appropriate in carrying out the provisions of this Act, and such 
information shall be deemed reports required by the Secretary for the purposes 
of paragraph (6) of subsection (a) of section 303 of the Social Security Act, as 


amended, 
PENALTIES 


Sec. 8. Whoever makes a false statement or representation of a material fact 
knowing it to be false, or knowingly fails to disclose a material fact, to obtain 
or increase for himself or for any other individual any payment authorized to 
be paid under this Act or under an agreement thereunder shall be fined not more 
than $1,000, or imprisoned for not more than one year, or both. 


REGULATIONS 


Sec. 9. The Secretary is bereby authorized to make such rules and regulations 
as may be necessary to carry out the provisions of this Act. The Secretary shall 
insofar as practicable consult with representatives of the State unemployment 
compensation agencies before prescribing any rules or regulations which may 
affect the performance by such agencies of functions pursuant to agreement 


under this Act. 
APPROPRIATIONS 


Sec. 10. There are hereby authorized to be appropriated out of any moneys 
not otherwise appropriated such sums as are necessary to carry out the pro- 
visions of this Act, the amount of any such payment to be entered in the budget 
of the Department of Defense as an item in the cost of defense mobilization. 


DEPARTMENT OF LABOr, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 26, 1952. 
Hon. R. L. DovenurTon, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Dear CoNGRESSMAN DoveHtToN: This is with further reference to the requests 
of Mr. Charles W. Davis for the views and recommendations of the Department 
of Labor on H., R. 6174, H. R. 6181, H. R. 6226, and H. R. 6293, identical bills to 
provide supplementary unemployment compensation benefits in certain cases to 
workers employed during the national emergency, and for other purposes. 
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These bills would provide for the payment of Federal supplementary benefits to 
individuals entitled to benefits under a State unemployment compensation law 
whenever the Governor of such State certifies, and the Secretary of Labor finds, 
that there is substantial unemployment within the State among covered workers 
with no prospect of immediate reemployment. Upon such certification and find- 
ing, the Secretary would he directed to enter into an agreement with the State 
under which the State unemployment compensation agency, as agent of the United 
States, would make the Federal supplementary benefit payments. The State 
would be reimbursed by the United States for any additional costs incurred by 
reason of such agreement. 

The Federal supplementary payinents would be payable to workers in the State 
with respect to weeks of nnemployment occurring after the date of the Governor's 
certification and for 12 menths thereafter, unless the certification is sooner with- 
drawn or the Governor recertifies at the end of such period. The worker’s right 
to such benelits would be determined under the State unemployment compen- 
sation law. Only if he is entitled to benefits thereunder would he receive the 
Federal supplementary payments. However, no agreement could be entered into 
unless unemployment compensation, otherwise payable to a worker under the 
State law. would not be denied or reduced for any week by reason of the Federal 
supplementation. Nor would an agreement be valid if the State benefits are less 
than they would have been under the State law as it existed on January 1, 1952. 

The amount of the Federal supplementary payment would be 50 percent of the 
worker's State benefit so long as his aggregate unemployment benefits from 
both State and Federal sources does not exceed 65 percent of his weekly wages. 
However, where the State law provides allowances for dependents, the Federal 
supplementation to individuals with dependents would be increased by an amount 
equal to the dependents’s allowances provided by the State law so long as the 
worker's aggregate unemployment benefit from both State and Federal sources 
does not exceed 674% percent oi Wweel:ly wages in the case of an individual with 
one dependent, 70 percent of weekly wages in the case of an individual with two 
dependents, 72% percent of weekly wages in the case of an individual with three 
dependents, and 75 percent of weekly wages in the case of an individual with four 
or more dependents. 

The term “weekly wages” would mean “average weekly wage” as defined in 
the State law if the period used for determining beneiits for total unemployment 
includes specified weeks of employment, or one-thirteenth of the high-quarter 
wages if the period used is the quarter of highest wages in the base period. If 
it is impracticable for any State to apply either of these definitions, the Secretary 
may approve another definition if he find it to be fair and reasonably consistent 
with the purposes of the other two definitions and fits in with the procedures 
for determining benefit amounts in the two States. 

The basic objective of the subject bills is to correct the inadequacy of the unem- 
ployment benefits now paid by the States. With this objective, I am whole- 
heartedly in accord. Unemployment benefits today replace a smaller propor- 
tion of the wages of the average unemployed workers than was the case when 
the unemployment compensation system was started 15 years ago, Although the 
States have increased their benefits from time to time, the increases in wages and 
living costs have more than kept pace with these increases in benefits. The 
average weekly payment for total unemployment under the State laws during 
the October-December 1951 quarter was $21.86. This is only about one-third of 
the average wage of covered workers during the April-June 1951 quarter, which 
is the latest quarter for which those wage figures are available. In the July— 
September 1939 quarter, the average weekly benefits were 42 percent of the 
average wages. Furthermore, although all States have increased the limitations 
on their maximum benefits since 1939, the maximum limitations on benefit pay- 
ments in most States today are unrealistic. In many States, the result has been 
that the majority of covered workers are entitled to receive the maximum unem- 
ployment benefit provided by the States’ laws. 

As you know, the President and the Department of Labor have been calling 
attention to this inadequacy for the past several years and have recommended 
Federal minimum standards as the long-range solution to this and other short- 
comings of the unemployment insurance program. One of these recommenda- 
tions was that the States be required to provide for minimum weekly benefits 
substantially equal to at least 50 percent of the claimants’ weekly wages up to at 
least $30 a week for individuals without dependents, 60 percent of weekly wages 
up to at least $36 a week for individuals with one dependent, G5 percent of 
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weekly wages up to at least $39 a week for individuals with two dependents, 
and 70 percent of weekly wages up to at least $42 for individuals with three 
or more dependents. In view of the increases in wages and living costs which 
have occurred subsequent to this recommendation, it is now my opinion that these 
amounts should be further increased. This long-range solution, however, is of 
no immediate value to the more than 1 million workers who are now unemployed 
and receiving benefits. Even if these Federal minimum standards were enacted 
immediately, it would require at least 2 years for all the States to amend their 
laws to meet such standards. Therefore, if it is desired to bring the level of 
benefit payments up to a more realistic level now, some Federal action is neces- 
sary. These bills provide a method of attacking the inadequancies of the bene- 
fit provisions of the State laws on an interim basis. 

Employment reached a new peak during the year 1951 and unemployment 
for the Nation as a whole was low and of relatively short duration. However, 
in many labor-market areas, the unemployment problem was especially serious. 
Among the States, there was a great variation in the percentage of insured 
unemployment. For example, although the average percentage of insured un- 
employment for 1951 was less than 1 percent in three States, it ranged between 
5 and 6 percent in another three States and reached 7.8 percent in Rhode 
Island. These variations resulted from the differing impact of the over-all 
economic forces on the economy of the individual States. Thus, there were 
local pools of serious unemployment within nationally high employment because 
the factors affecting the national economy bore more heavily on some industries 
than on others. Among those industries most seriously affected were the auto- 
mobile industry, the textile industry, the jewelry industry, and the coal-mining 
industry. Because of the direct and indirect effects of the national emergency, 
the Federal Government has a specific responsibility for much of this unemploy- 
ment and, therefore, a special obligation to take some action with respect to 
the workers affected by such unemployment. It would appear to.be only fair 
for the Government to recognize its obligation to the unempleyed workers 
displaced as a result of the conversion from civilian to defense production 
and other effects of the national emergency. 

I therefore favor the objectives and principles of these bills. 

It should be pointed out, however, that there are strong considerations for 
“ranting supplementary benefits in all States without any test of “substantial 
unemployment. Unemployed workers need adequate unemployment benefits 
regardless of the amount of unemployment existing in their States. The subject 
bills properly provide that no distinction will be made within a State that 
applies for supplementary benefits between areas where unemployment is sub- 
stantial and areas where it is not, or between workers unemployed as a result 
of the national emergency and workers unemployed as a result of other forces. 
Such distinctions would be complicated and administratively impracticable to 
enforce. 

Moreover, it is difficult to justify providing Federal supplementary benefits 
in some States and not in others. Our economy is so interlocked that any 
national policy or condition affects every corner of the country and every industry 
and locality. It is impossible to unravel all the influences that result in the 
unemployment of an individual worker. In my opinion, it would be more 
equitable to provide Federal supplementary payments to all States, rather than 
just to those which may meet the vague test of “substantial unemployment.” 

Because unusual national conditions have caused, directly or indirectly, much 
of the present unemployment, the costs of any temporary remedial action should 
be a Federal responsibility. However, the costs of the supplementary benefits 
eannot and should not be borne by the Federal Government indefinitely. The 
States have accumulated billions of dollars in their unemployment trust funds 
which should be used to pay benefits in accordance with their laws buttressed 
by Federal minimum standards. The major shortcomings in the present laws 
of the States can be met by the establishment of such minimum standards, with 
sunplementary benefits during the interim period until such standards can become 
effective. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Yours very truly, 
Maurice J. Tostn, 
Secretary of Labor. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C. 
Mr. CHARLES W. Davis, 
Clerk, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Davis: Reference is made to your letter of February 4, 1952, request- 
ing the views of this agency on H. R. 6174, a bill to provide supplementary 
unemployment compensation benefits in certain cases to workers unemployed 
during the national emergency, and for other purposes. The bill has been 
reviewed by this Office. 

The Office of Defense Mobilization has always been concerned with the fact 
that success of the mobilization program requires efficient use of all our resources, 
including manpower, and that conversion from civilian to military production 
unless carefully coordinated, can cause dislocations resulting in waste of man- 
power and facilities in many areas. 

Attached is a copy of the recently issued Defense Manpower Policy No. 4, 
which deals with this problem from the standpoint of manpower utilization. 

You will notice that the policy establishes procedures which permit placing 
of some additional procurement in surplus labor areas. This would be done 
only when the public interest dictates the need for placement of the additional 
contracts in order to assure proper utilization of manpower. This policy will 
not cure nor is it designed to cure, all unemployment situtaions. It may, how- 
ever, have alleviative effects in the areas to which it is applicable. 

Although we are concerned with the problem of proper utilization of man- 
power, alleviation of the effects of unemployment through unemployment com- 
pensation is of more direct concern to the Department of Labor. 

Sincerely yours, 
(Signed) ©. E. Wilson 
(Typed) CHartes EB. WItson. 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 


Defense Manpower Policy No. 4 
PLACEMENT OF PROCUREMENT IN AREAS OF CURRENT OR IMMINENT LABOR SURPLUS 


I. Introduction 


The aim of the mobilization program is to develop and maintain the necessary 
military and economic strength to carry out the policy of the United States to 
oppose acts of aggression and promote peace. As was declared in Defense Man- 
power Policy Statement No. 1, success of the mobilization program requires 
efficient use of all our resources, including manpower as well as facilities. The 
conversion from civilian to military production, unless carefully coordinated, 
would result in dislocations causing serious waste of manpower and facilities 
in many areas, and thereby reducing our defense potential. The overriding 
need is to obtain on schedule the goods and services required for defense. In 
achieving this goal, every effort must be made to hold to a minimum any 
waste of manpower which may result from materials shurtages and conversion 
to defense production. 


II. Purpose 


The purpose of this Defense Manpower Policy No. 4 is to provide for procure- 
ment by negotiated contracts and purchases with responsible concerns which 
are in an area of current or imminent labor surplus (including a surplus of 
manpower possessing skills necessary to the fulfillment of Government contracts 
and purchases), in cases where the public interest dictates the need for doing 
so in order to achieve the following objectives: 

(a) To coordinate conversion from civilian to military production; 

(6) To minimize strains and dislocations in the economy resulting from 
such conversion ; 

(c) To preserve employment skills necessary to the fulfillment of Govern- 
ment contracts and purchases ; 

(dq) To maintain productive facilities ; 
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(e) To assure utilization of the Nation's total manpower potential by 
making use of the manpower resources of each area; and 

(f) To help assure timely delivery of required goods and services by lo- 
on niece Where the needed manpower and facilities are fully 
avaliable, 


iil. Implementation 

By virtue of the authority vested in me by Executive Order 10193 and to sup- 
plement the National Manpower Mobilization Policy issued by the President on 
~anvary 17, 1951, and te carry out the purpose set forth above, it is hereby 
ordered that: 

1. There is created a Surplus Manpower Committee. The members of the Com- 
mittee shall be appointed by the Chairman of the Manpower Policy Committee 
and shall include representation from the Department of Defense, Department 
of Labor, Atomic Energy Commission, Defense Production Administration, Gen- 
eral Services Adminis ration, Small Defense Plants Administration and National 
Production Authority. 

2. The Defense Manpower Administration of the Department of Labor will 
certify to the Committee the existence of surplus labor areas under standards 
to be established by the Secretary of Labor. 

3. Upon such certification of surplus labor areas, the Committee shall ob- 
tain from the appropriate manpower and production agencies manpower and 
facilities information which shall include the following: 

(«) The nature and extent of the labor surplus involved, including the avail- 
ability of skilis necessary to the fulfilment of Government contracts and pur- 
chases, and the need for preserving these skills in the national interest ; 

(b) The nature and extent of the facilities involved, including their suitability 
and availability for the fulfillment of Government contracts and purchases, and 
the need for maintaining these facilities in the national interest. 

4. The Committce shall make findings in appropriate cases that: 

4a) There exists an area of current or imminent labor surplus, including a 
surplus of manpower possessing skills necessary to the fulfillment of Govern- 
ment contracts: 

(b) There exists in such area facilities suitabie and available for the employee 
skills found in surplus in (@); 

(c) The public interest dictates the need for the negotiation of Government 
contracts, at reasonable prices, in such area although lower prices might other- 
wise be obtainable elsewhere, in order to achieve the purposes of this policy 
as set forth in II above; 

(d) Such tindings may set forth any other factors which may assist in the 
placement of contracts in such areas including (1) an indication of the dollar 
amount of contracting which is desired to be placed in such area based upon the 
amount and timing of Government needs, and (2) a determination of the max- 
imum price differential considered appropriate to effectuate paragraph 4 (c) 
hereof. 

5. The Committee shall report these findings to the Director of Defense Mobil- 
ization with a recommendation that he notify the Department of Defense and 
the General Services Administration that he has concluded that it is in the 
public interest to give preference to such area in the placement of contracts in 
accordance with the findings of the Committee. The recommendations of the 
Coumittee shall be reviewed within the Office of Defense Mobilization to de- 
termine the relationships of such recommendations to other policies affecting 
procurement for which the Office of Defense Mobilization has responsibility, and 
if there are contlicts, they shail be resolved by the Director. 

6. On receipt of such notification from the Director of Defense Mobilization, 
the Department of Defense and the General Services Administration shall (a) 
determine what procurement contracts can be fulfilled by utilization of the man- 
power skills and facilities described in the Committee’s surveys and findings; 
(>) take all practicable steps, consistent with other procurement and military 
objectives, other than price, to locate procurement in the areas covered by the 
Committee's findings: and (c) within a reasonable time, report to the Director of 
wefense Mobilization the steps taken, and furnish any other relevent informa- 
tion requested by him. 

7. After receiving reports in accordance with paragraph 6 (c) above, the Com- 
mittee shall request from the appropriate agencies information concerning the 
ntilization of manpower in the area involved, and shall report to the Director the 
effects of the actions taken, with recommendations as to whether it is necessary 
to continue to give preference to such area in the placement of contracts. 
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8. When the application of this policy would have a major effect on the opera- 
tion of an entire industry, appropriate recommendations shall be made to the 
Director relative to that industry in lieu of recommendations relative to specific 
geographical areas. In such cases, after notice to and hearing of interested 
parties, consideration will be given to a separate certification applying to the 
entire industry. 

9. This Manpower Policy No. 4 shall not be deemed to authorize the payment 
of prices higher than ceiling prices established by the Office of Price Stabilization. 

10. The appropriate departments and agencies shall furnish information and 
assist the Committee as necessary to carry out this policy. 

11. This policy shall take effect on February 7, 1952. 

OFFICE OF DEFENSE MOBILIZATION, 
CHARLES E. Wiison, Director 





TREASURY DEPARTMENT, 
Washington, D. C., February 27, 1952. 
Hon. Rorerr L. DouGHTon, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington 25, D. OC. 

My Dear Mr. CHAIRMAN: Further reference is made to the letters of Charles 
W. Davis, clerk of your committee, requesting the views of this Department on 
H. R. 6174, H. R. 6181, H. R. 6226, and H. R. 6293 (82d Conz., 2d sess.), all 
entitled “A bill to provide supplementary unemployment compensation benefits 
in certain cases to workers unemployed during the national emergency, and for 
other purposes.” 

The bills would provide for supplementary Federal unemployment compensa- 
tion benefits during the national emergency in any State in which the Governor 
certifies, and the Secretary of Labor finds, that there is substantial unemploy- 
ment within his State or within one or more labor market areas of his State, 
among workers covered by the unemployment compensation law of the State, 
with no prospect of immediate reemployment in the labor market. The benefit 
to a particular individual would be in an amount equal to 50 percent of the benefit 
payable under the State unemployment compensation law, subject to certain 
maximum limitations. Such benefits would be payable by the State unemploy- 
ment compensation agency pursuant to an agreement between the Secretary 
of Labor, on behalf of the United States and the State or the unemployment com- 
pensation agency of the State. To finance the program, the bills authorize 
to be appropriated, out of moneys not otherwise appropriated, such sums as are 
necessary to carry out the provisions of the act, the amount of such payment 
to be entered in the budget of the Department of Defense as an item in the 
cost of defense mobilization. 

The bills relate primarily to matters within the jurisdiction of other gov- 
ernmental agencies and not within the special province of this Department. 
Accordingly, the Department makes no comment with respect thereto. 

Sincerely yours, 
E. H. Forry, 
Acting Secretary of the Treasury. 





DEPARTMENT OF THE Arr Force, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D. C., February 25, 1952. 
Hon. Rorert L. Doventon, 
Chairman, Committce on Ways and Means, 
House of Representatives. 

Dear Mr. CHAIRMAN: I refer to your request for the views of the Department 
of Defense with respect to H. R. 6174 and H. R. 6181, bills to provide supple- 
mentary unemployment compensation benefits in certain cases to workers un- 
employed Curing the national emergency, and for other purposes, The Secre- 
tary of Defense has assigned to the Department of the Air Force responsibility 
for providing your committee with a report on this legislation on behalf of the 
Department of Defense. 

The purpose of H. R. 6174 and H. R. 6181 is first declared in section 2 (b) 
“to provide unemployed workers in those States where such unemployment 
has become substantial, with supplementary payments in addition to the benefit 
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payments to which unemployed workers are entitled under the unemployment 
compensation laws of such States, in such amounts as to prevent the imposition 
upon such workers of an inequitable share of the burden of the defense program.” 
It is noted, however, that section 4 (a) would grant supplementary payments of 
compensation to all unemployed individuals in a State where substantial unem- 
ployment exists among workers covered by unemployment compensation laws 
of the State with no prospect of immediate reemployment in the labor-market 
area. As no mention is made of any inequitable share of the burden of the de- 
fense program in the latter section, it would appear that the provisions of the 
bill would apply to all workers rather than to those having particular skills 
essential to the defense program. 

If it is determined that the present benefits provided under State unemploy- 
ment compensation laws are inadequate and unfair and there is need for addi- 
tional relief, it is the view of the Department of Defense that a more direct 
approach to the program would be to amend the existing laws. 

Further, the Department of Defense strongly opposes the provisions of section 
10 whereby the amount of payments made would be entered in the budget of 
the Department of Defense as an item in the cost of defense mobilization. It is 
believed that the provision for compensation to all unemployed individuals is 
completely alienated from the first declared purpose of providing benetits to 
workers unemployed due to defense mobilization. There appears to be no justi- 
fication for burdening this Department with the budgeting for payments of such 
unemployment compensation. Section 10 would add an unnecessary administra- 
tive level that would further complicate operation of the contemplated program. 

As these bills would supplement the existing systems of State unemployment 
compensation in accordance with the other programs to be approved by the Secre- 
tary of Labor, the Department of Defense recommends that the budgeting for 
such program should be the responsibility of the Department of Labor or such 
other Federal agency as is charged with the supervisory control of the State 
programs, 

The Department of Defense is unable at this time to make any accurate ap- 
praisal of the probable fiscal effects of these bills in the event of enactment. 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with procedures prescribed by the Secre- 
tary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
E. V. Hucers. 
Assistant Secretary of the Air Force. 


Feperat Security AGENcy, 
Washington, D. C., February 28, 1952. 
Hon. R. L. Dovuenton, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CuAtrMan: This letter is in response to your requests for re- 
ports on H. R. 6174, H. R. 6181, H. R. 6226, H. R. 6293, and H. R. 6437, bills 
to provide supplementary unemployment compensation benefits in certain cases 
to workers unemployed during the national emergency, and for other purposes. 
The following bills also appear to be identical with those above mentioned: 
H. R. 6176, TH. R. 6188, H. R. 6246, H. R. 6822, H. R. 6832, H. R. 6839, H. R. 
6392, H. R. 6430, H. R. 6468, H. R. 6471, H. R. 6569, and H. R. 6604, 

These bills provide for Federal supplementation of State unemployment bene- 
fits during the defense emergency through the administrative machinery of 
State unemployment compensation agencies, pursuant to agreements, made or 
renewed for 12-month periods, between the Secretary of Labor and the States. 
Such an agreement would be made or renewed only when the Governor certi- 
fies and the Secretary finds that substantial unemployment within the State, 
or within one or more labor market areas within the State, exists among workers 
covered by the State’s unemployment compensation law with no prospect of im- 
mediate reemployment in the labor market area. The worker's rights to benefits 
would be determined under the State’s unemployment insurance law, and only 
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if he is entitled to benefits thereunder would he get the Federal supplementa- 
tion, except that under H. R. 6437, after the worker has exhausted his benefit 
rights under the State law, benefits would be paid wholly out of Federal funds 
for a further period of 10 weeks in an amount equal to 75 percent of the combined 
weekly State and Federal benefits he had been receiving prior thereto. Agree- 
ments entered into under the act would have to provide that unemployment 
benefits otherwise payable to a worker under the State law would not be denied 
or reduced for any week by reason of a Federal supplementary payment. Nor 
would an agreement be valid if State benefits are less than they would have been 
under the State law as it existed on January 1, 1952. 

in cases in which no dependents’ allowance is payable pursuant to State law, 
the amount of the Federal supplementation of the amount of weekly State un- 
employment benelits would be 50 percent of the workers’ State benefit, but his 
aggregate benefit (Federal and State) could not exceed 65 percent of his weekly 
wages. However, where a State law provides dependents’ allowances, the Fed- 
eral supplementation to individuals with dependents would be increased by an 
umount equal to such dependents’ allowances, but in such cases the workers’ ag- 
gregate benefit (Federal and State) could not exceed 6744 percent of the workers’ 
weekly wages in the case of one dependent, 70 percent in the case of two de- 
pendents, 724% percent in the case of three dependents, and 75 percent in the 
case of four or more dependents. 

The administration of the Federal aspects of the unemployment insurance pro- 
gram having been transferred in 1949 from this Agency to the Department of 
Labor, we are primarily concerned, not with the technical details of the measures, 
but rather with their basic soundness in relation to the objectives of the social 
insurance program as a whole and in relation to the objectives of family security 
and the reduction of dependency and relief. 

The theory of the bills is that mobilization of the Nation’s productive resources 
for the defense of the United States, and resulting dislocations in the economy 
during the national emergency, have directly and indirectly caused widespread 
unemployment in ceftain areas, especially among workers whose skills are essen- 
tial to the defense effort and who should be kept available for instant use as soon 
as they are needed, that the present benefits provided under State unemployment 
compensation laws “are both inadequate and unfair to workers suffering such 
unemployment :” that the Federal supplementation of unemployment benefits 
proposed by these bills is necessary to prevent the imposition upon such workers 
of an inequitable share of the burden of the defense program; and that this 
supplementation is essential to defense mobilization and justifiable as a part of 
the cost of the defense program. 

No doubt, the Office of Defense Mobilization and the Secretary of Labor will 
be ready to supply your committee with the detailed factual data bearing on 
these propositions. It is, however, a matter of common knowledge, we believe, 
that the conversion from production for civilian use to production for defense 
and the operation of the essential materials control program in the interest of 
defense have caused and are likely to continue to cause unemployment and, 
hecause of the inadequacy of unemployment benefits, serious hardship in certain 
areas. 

The idea of the assumption of a Federal responsibility as an emergency measure 
for the relief of unemployment caused by the impact of defense activities, or by 
the conversion from defense to other activities, is not new. Thus, in 1946 the 
Congress provided, on an interim basis pending amendment of State laws, for 
assuming the cost of paying unemployment benefits to seamen who were not 
generally covered by State laws and who became unemployed by reason of the 
termination of the vast shipping operations of the war. Even more closely in 
point is the President’s proposal of May 28, 1945, that Congress, among other 
things, take emergency action to increase the amount and duration of benefits, 
at least for the duration of the emergency period for reconversion, through sup- 
plementary Federal emergency benefit payments. In response to the President’s 
message, the Senate at that time passed 8S. 1274 (79th Cong.) for supplementing 
the duration of unemployment benefits payable under State unemployment 
compensation laws up to a maximum of 26 weeks. The provision of S. 1274 
providing for Federal supplementation of the weekly benefit amount payable to 
unemployed workers under State law was dropped from the bill. As explained 
in the Senate committee report (S. Rept. No. 565, 79th Cong., p. 9), however, the 
deletion of this provision was based on the fear (which then and now we consider 
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unfounded) that in some States the Federal payment might disqualify workers 
for benefits under the State law. The experience under the program of recon- 
version unemployment benefits for seamen, which in some cases in effect involved 
the payment of both State and Federal benefits to the same individual, would, we 
believe, be precedent for an interpretation of the State laws which would 
authorize such cooperative agreements and Federal supplementation of State 
benefits. 

In making the proposal for Federal supplementation, the President recognized 
that the basic solution must be found in amendments to the Federal act designed 
“to induce State laws to provide more adequately for anyone who is unemployed.” 
The Federal supplementation payments were conceived of as an emergency meas- 
ure the occasion for which would be eliminated, or substantially reduced, when 
the needed changes in State laws became effective. 

Various studies which have been made from time to time indicate that exist- 
ing unemployment insurance benefits are inadequate. The 1948 report of the 
Advisory Council on Social Security pointed out the inadequacies (pp. 145, 193). 
Despite the improvements which have been made by the State legislatures in 
recent years, the average benefit today is less than one-third of average wages. 
Since the original purpose of unemployment insurance was to compensate ap- 
proximately one-half of wage loss (within certain minimum and maximum 
amounts), it can be seen that the present benefits fall far short of the desired 
goal. 

The maximum duration of benefits in most States still falls far short of the 
26 weeks accepted as the desired objective of unemployment insurance. 

These and other shortcomings in our unemployment insurance system have 
been discussed for the past 10 years. While there is not complete agreement on 
all details, there is general agreement on the need for improvements. The 
major policy question has been to what extent should the changes be effectu- 
ated through Federal as well as State legislation or through State legislation 
solely. In this connection, I should like to point out that the enactment of 
the unemployment compensation provisions of the Social Security Act in 1935 
was based on the concern by the Congress for meeting more adequately the 
problem of unemployment. The standards written into the Federal law were 
designed to assure that State laws were bona fide unemployment compensation 
laws and that there would be reasonabie provisions for assuring the financial 
stability of the State programs and the financial integrity of the system by 
requiring investment of all State funds in United States bonds through the 
Secretary of the Treasury. Moreover, the enactment of the uniform tax and 
offset provisions of the Federal law was designed so that employers in all 
States will be put in an equal competitive position. As said by your committee, 
“The failure of the States to enact unemployment insurance laws [was] due 
largely to the fact that te do so would handicap their industries in competition 
with the industries of other States. The States have been unwilling to place 
this extra financial burden upon their industries. A uniform, Nation-wide tax 
upon industry, thus removing this principal obstacle in the way of unemployment 
insurance, is necessary before the States can go ahead. Such a tax should make 
it possible for the States to enact this socially desirable legislation (H. Rept. 615, 
74th Cong., p. 8). 

In our opinion, it seems evident that the orizinal objectives of the Congress will 
be largely frustrated unless there is some Federal action designed to eliminate 
the competitive disadvantages among the several States which now exist with 
respect to both contributions and benefits. We have long felt, therefore, that 
benefits should be improved by the establishment of Federal minimum benefit 
standards in the Federal law. At the same time, we have recommended the 
strengthening of State systems by earmarking of the Federal unemployment tax 
for paying the cost of State and Federal administration of the employment 
security program and for reinsurance to be available to any States which en- 
counter an undue strain on their unemployment funds. These recommendations 
have also heen made by the President from time te time. (BE. ¢., his message of 
April 6, 1950, and his Economic Report to the present Congress.) And in endors- 
ing the present proposal in principle as an emerg ‘ncy measure, the President 
emphasized that he did not regard the proposal as a substitute for the general 
basic improvements in unemployment insurance which he had been urging on 
the Congress for several years, that “In the long run, the present State systems 
of unemployment insurance will have to be substantially improved and expanded 
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to give us an up-to-date, effective program. And [that] in the long run, the 
primary responsibility of the Federal Government should be to make sure this 
gets done.” (Letter dated February 18, 1952, to Senator Blair Moody, com- 
menting on 8. 2504 which is identical with the House bills to which this report 
is addressed. ) 

When the unemployment insurance program was established in 1935, a stand- 
ard State contribution rate of 2.7 percent was set and it was expected that, as 
experience warranted, benefits would be established which, on the average, would 
require an employer contribution rate of 2.7 percent. Due to the operation of 
“experience rating” the average contribution rate of employers for the Nation as a 
whole was 1.7 percent in 1951. During the 13 years, 1939-51, employers saved a 
totai of $7.8 billion in contributions as a result of reductions due to experience 
rating. For this reason, we feel that, as a minimum, the Congress might consider 
requiring in the Federal law, as a condition for experience rating below 2.7 
percent, that a State meet certain minimum benefit standards. This principle was 
embodied in H. R. 6635 which passed the House of Representatives in 1939. 
In this connection, it may be pointed out that the advisory council in 1948 
reported that one of the five major deficiencies of the present Federal State 
unemployment insurance system was that the “present arrangements permit 
States to compete in establishing low contribution rates for employers and 
therefore discourages the adoption of more adequate benefit provisions” (p. 
139). 

Returning to the specific proposals of these bills, we should like to reiterate our 
endorsement of Federal supplementation of unemployment benefits as an emer- 
gency measure, to be terminated entirely, or at least greatly modified and cur- 
tailed, as soon as Federal minimum benefit standards can be established and 
made effective. Any such supplementation should be addressed to not only the 
amount of weekly unemployment benefits but also, and perhaps more impor- 
tantly, to the number of weeks for which benefits will be paid to unemployed 
workers. In 1951, 20.4 percent of those receiving unemployment benefits ex- 
hausted their benefits under State laws. We believe that it is particularly im- 
portant to assure a duration of benefits for 26 weeks and that the proposed 
legislation should be amended to incorporate this feature. 

As already stated, the principle of supplementation of the maximum duration 
of benefits to 26 weeks was embodied in S. 1274, as reported out by the Com- 
mittee on Finance and as passed by the Senate in 1945. The principle is no 
less sound now than it was then. 

Since the Federal Government already has collected over $1 billion from Fed- 
eral unemployment taxes in excess of administrative costs (and this ligure is 
increasing about $50 million annually), the amount paid out in supplementary 
benefits pending establishment of Federal benefit standards could be chargeable 
to the “excess” and upon earmarking of the taxes, as recommended above, the 
balance of such earmarked taxes above the cost of administering the employ- 
ment security system would be available for reinsurance purposes. It would 
be possible in this way to finance, out of funds already morally committed to 
employment security purposes, the supplementary program now and, for the 
foreseeable future, the long-run program. At the same time benefits would be 
increased substantially for the Nation as a whole and States with high costs 
would be in a better financial condition than they are today. 

We note that these bills provide for supplementation of the amount of benefits 
for dependents on a more liberal basis than for individuals without dependents. 
We heartily concur in the principle that encouragement should be given to the 
States to add dependents’ benefits. If unemployment insurance is to make its 
maximum contribution to the preservation of family security, we believe ade- 
quate recognition must be given to the size of family in the benefit structure. 
Failure to establish high enough payments for the larger families means that 
many of such families must seek supplementary relief payments. 

If there is any additional information your committee desires, we shall be 
glad to try and furnish it. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
Oscar R. EwinG, Administrator. 
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(H. R. 6954, 82d Cong., 2d sess.) 
A BILL To provide for payments to State unemployment funds, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, effective January 1, 1953, sections 
pen and 302 of the Social Security Act, as amended, are amended to read as 
ollows : 

“FEDERAL UNEMPLOYMENT ACCOUNT 


“Sec. 301. (a) For the fiscal year ending June 30, 1954, and for each fiscal 
Year thereafter, there shall be appropriated to the Federal unemployment ac- 
count in the Unemployment Trust Fund amounts equivalent to 100 per centum 
of the taxes (including interest, penalties, and additions to the taxes) received 
after June 30, 1953, under the Federal Unemployment Tax Act and covered 
into the Treasury: Provided, That the Secretary of the Treasury is authorized 
and directed to advance to the Federal unemployment account, out of any money 
in the Treasury not otherwise appropriated, in the fiscal years 1958 to 1956, 
inclusive, such sums as may be necessary until the amount on deposit in the 
Federal unemployment account at the beginning of the fiscal year exceeds the 
estimated amount required during the fiscal year for payments authorized under 
subsections (b) and (c) of this section and paragraph (c) of section 1201 of 
this Act: Provided further, That each such advance shall be repaid, without 
interest, before the close of the fiscal year for which such advance is made from 
the Federal unemployment account. There are authorized to be appropriated to 
the Federal unemployment account such sums as are required to carry out the 
provisions of this title. 

“(b) For the purpose of assisting the States in the administration of their 
unemployment compensation laws, and for the purpose of assisting the States, 
Puerto Rico, and the Virgin Islands in the establishment and maintenance of a 
system of public employment offices in accordance with the provisions of the 
Act of June 6, 1933 (48 Stat. 113), as amended, there are hereby authorized 
to be expended, for payments to the States, Puerto Rico, and the Virgin Islands 
from the Federal unemployment account in the Unemployment Trust Fund for 
the fiscal year ending June 30, 1953, and for each fiscal year thereafter, sums 
not to exceed the amounts, including amounts to be expended only in the event 
of unforeseen changes in conditions, specified by Congress in the appropriation 
Act or Acts for the Department of Labor for each such fiscal year, and such 
amounts as may be agreed upon by the Department of Labor and the Post 
Office Department for the payment in such manner as said parties may jointly 
determine of postage for the transmission of official mail matter in connection 
with the administration of their unemployment compensation laws and their 
systems of public employment offices by the States. 

“(c) There is authorized to be expended from the Federal unemployment ac- 
count for the fiscal year ending June 30, 1953, and for each fiscal year thereafter, 
a sum not to exceed the amounts specified by Congress in the appropriation Act 
or Acts for the Department of Labor for administration by the Department of 
Labor and the Department of the Treasury of their functions under the Federal 
Unemployment Tax Act and under this title and titles IX and XII of the Social 
Security Act, as amended, and the Act of June 6, 1933 (48 Stat. 113), as amended. 


“PAYMENTS TO STATES 


“Sec. 302. (a) The Secretary of Labor shall from time to time certify to the 
Secretary of the Treasury for payment to each State which (1) has an unem- 
ployment compensation law approved by the Secretary under the Federal Unem- 
ployment Tax Act and (2) is found to be in compliance with the Act of June 6, 
1933 (48 Stat. 118), as amended, and to Puerto Rico and the Virgin Islands 
if found to be in compliance with the Act of June 6, 1983 (48 Stat. 115), as 
amended, such amounts as the Secretary determines to be necessary for the 
proper and efficient administration of the unemployment compensation of such 
State and of the public employment offices of such State, Puerto Rico, and the 
Virgin Islands, during the fiscal year for which such payment is made. The 
Secretary shall not certify for payment under this section in any fiscal year 
a total amount in excess of the amount specified for such purposes in the appro- 
priation Act or Acts of the Department of Labor for such fiscal year. 

“(b) Upon receiving a certification under subsection (a) of this section and 
prior to audit or settlement by the General Accounting Office, the Secretary 
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of the Treasury shall, in accordance with such certification, make a payment 
from the Federal unemployment account in the Unemployment Trust Fund to the 
State agency charged with the administration of the State unemployment com- 
pensation law, except that in the case of Puerto Rico and the Virgin Islands, such 
payment shall be made to the agency charged with the administration of their 
respective public employment offices.” 

Sec. 2. Effective July 1, 1952, title XII of the Social Security Act, as amended, 
is amended to read as follows: 


“TITLE XII—PAYMENTS TO STATE UNEMPLOYMENT FUNDS 


“Sec. 1201. (a) (1) Except as otherwise provided in paragraph (2) of this 
subsection, a State shall be entitled to a payment after July 1, 1952, at any time 
during a calendar quarter that the balance of such State’s unemployment fund 
falls below the amount of the compensation paid from such fund under the State 
unemployment compensation law in that calendar quarter of the preceding 
eight completed calendar quarters in which the amount of such compensation was 
the highest. 

“(2) A State shall not be entitled to a payment under this title after December 
$1, 1953, unless the minimum required rate of contribution to such State's un- 
employment fund for any tax year beginning after such date is at least 2.7 per 
centum whenever the balance in the State’s unemployment fund on the com- 
putation date for such year is less than 6 per centum of the most recent annual 
taxable payroll or less than three-fifths of the unemployment compensation 
paid from such fund during the five years immediately preceding such compu- 
tation date. 

“(3) The application of a State agency for a payment under this title shall 
be made on such forms, and contain such information and data, fiscal and 
otherwise, concerning the operation and administration of the State unemploy- 
ment compensation law, as the Secretary of Labor deems necessary or ap- 
propriate for the performance of his duties hereunder. 

“(b) The Secretary of Labor is authorized and directed, upon the application 
of a State agency administering the State unemployment compensation law to 
find whether the conditions entitling a State to a payment provided for in sub- 
section (a) of this section exist. Upon finding that such conditions exist the 
Secretary shall certify to the Secretary of the Treasury such amount as may be 
requested by the State agency not exceeding the amount of compensation paid 
under the provisions of the State unemployment compensation law in that cal- 
endar quarter of the preceding eight completed calendar quarters in which 
the amount of such compensation was highest. 

“(c) Upon receiving a certification under subsection (b) of this section, the 
Secretary of the Treasury shall transfer, in accordance with the provisions of 
subsection (g) of section 904 of the Social Security Act, as amended, the certified 
amount from the Federal unemployment account in the Unemployment Trust 
Fund to the State’s account in the Unemployment Trust Fund. 

“(d) In order to assure that no State will receive any payments under this 
title for a calendar year in which State tax receipts actually exceed benefits 
paid in that year and to limit total payments to any State under this title to the 
actual excess of benefits paid in a calendar year over tax receipts in such year, 
the Secretary of the Treasury shall, within thirty days after the close of the 
calendar year, adjust the amount of any payments under this title by trans- 
ferring from the unemployment account of each State in the Unemployment 
Trust Fund to the Federal unemployment account (1) the entire amount paid 
under this title to a State during the preceding calendar year wherever the 
amount of unemployment compensation paid under the State law in such year 
equals or is less than 2.7 per centum of the total remuneration which was paid 
by employers during such year and was subject to the State unemployment 
compensation law or (2) that amount so paid which is more than the excess of 
unemployment compensation paid under the State law during such year over 
2.7 per centum of the total remuneration which was paid by employers during 
such vear and was subject to the State unemployment compensation law. 

“(e) As used in this section— 

“(1) ‘Computation date’ shall have the same meaning as when used in section 
1602 of the Internal Revenue Code, as amended. 

“(2) ‘Tax year’ means the year for which rates imposed under the State 
unemployment compensation law are effective. 
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“(3) ‘Unemployment fund’ means that fund, established under a State law 
and administered by a State agency, for the payment of unemployment com- 
pensation and shall also include the account of the State agency in the Unem- 
ae Trust Fund established by section 904 of the Social Security Act, as 
amended.” 

Soc. 8. (a) Clause (2) of the second sentence of subsection (h) of section 904 
of the Social Security Act, as amended, is amended to read: “(2) the excess of 
the taxes collected in each fiscal year beginning after June 30, 1946, and ending 
prior to July 1, 1953, under the Federal Unemployment Tax Act, over the unem- 
ployment administrative expenditures made in such year.” 

(b) Subsection (h) of section 904 of the Social Security Act, as amended, 
is amended by striking out the third sentence thereof. 


REPRESENTATIVE AIME J. Foranp (Democrat, or Ruope TstANp) INrropUcEsS BILr 
PROVIDING FOR REINSURANCE PAYMENTS TO Stares For UNEMPLOYMENT INSUR- 
ANCE LENEFITS 


Representative Aime J. Forand (Democrat, of Rhode Island) today introduced 
a bill in the House, and Senators John O. Pastore and Theodore F. Green (Demo- 
crats, of Rhode Island) introduced a similar bill in the Senate which would 
establish a Federal account in the unemployment trust fund by appropriating 100 
percent of Federal unemployment taxes to this account. This account would be 
used to pay the costs of administration of the unemployment insurance program 
and public employment offices and for payments to States whose unemployment 
reserve funds are nearing depletion because of unusual unemployment and conse- 
quent costs. 

Mr. Forand stated: 

“The provision granting advances to States whose unemployment funds have 
neared exhaustion expired on January 1, 1952. Consequently, at the present 
time there is no provision for Federa! tinancial assistance to States whose funds 
are threatened with insolvency. 

“The Federal unemployment tax is 3 percent, with an offset for taxes paid into 
State funds of 90 percent. The Federal Government collects the remaining three- 
tenths of 1 percent, and these collections go into the general Federal revenues. 
Administrative costs of the employment-securiiy programs of both the Federal and 
State governments are paid out of the general Federal revenues by appropria- 
tions. ‘these costs have never been as large as tax collections. During the last 
fiscal year the tax collections were about $55 million more than the costs of 
administration. 

“There is no justilication for a tax on payrolls to meet the general expenses 
of the Government. The present situation has been criticized in that the Gov- 
ernment is making a profit on this tax. Collections from this tax should be ear- 
marked to ivsure that they are used entirely for employment-security purposes, 
and my bill so provides. My bill also provides that these earmarked funds shall 
be used for the payment of the cost of the employment-security programs and 
payments to States whose unemployment funds are tacing financial difficulty. 
Barmarking of these funds for this purpose will give reasonable assurance that 
the employment-security programs wil! be adequately financed in periods of reces- 
sion, conversion, or reconversion. 

“It is the responsibility of the Federal Government to assist those States whose 
funds, because of general economic conditions beyond their control, are facing 
bankruptcy. The use of the Federal unemployment account for reinsurance pay- 
ments to such States will assure an effective and sound unemployment-insurance 
system with adequate reserves to meet any contingency, These payments will 
help maintain the solvency of State funds without jeopardizing benefit standards, 
and they will enable States to plan adequate long-range financing programs. 
They will strengthen the State systems of unemployment insurance, since they 
will, without detracting from the independence of State action, establish pooled 
reserves which will be available to all States. These payments will serve a 
particular and urgent need of those States which, despite provident financing, 
are facing insolvency throuvh no fault of their own. Costs of unemployment 
insurance vary in the different States because of differences in rates of insured 
unemployment. 

“As an example of such a State, I m'eht describe the situation in my own 
State of Rhode Island. We have faced consistently high benefit costs, due to 
the nature of our economy. We have » high degree of industrialization. Our 
industries are unstable and seasonal, and, because Khode Island is highly indus- 
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trialized, we have a high percentage of insured unemployment. From 1946 to 
1950 the ratio of insured unemployment in Rhode Island averaged 7.4 percent, 
while the national average was 4.04 percent. In 1951 insured unemployment 
averaged 12 percent. This was entirely contrary to the trend nationally. 

“The benefits paid in Rhode Island are not overgenerous when compared to 
other States. Fifteen States have a higher maximum payment than the $25 
maximum in Rhode Island, and 17 other States make payments for a duration 
of 26 weeks. Rhode Island has attempted to limit unemployment benefit costs 
by amending qualifying provisions and strengthening internal controls and 
administration. Despite all its efforts, our unemployment funds are facing a 
critical condition. 

“Qne of the basic reasons for enacting a 3-percent Federal unemployment tax 
was to remove the competitive disadvantages that would exist without a uni- 
form rate of tax on employers in all States. It is very probable that few, if any, 
of the States would have provided unemployment insurance benefits without 
such Federal action. Reinsurance payments will further advance this policy of 
Congress by reducing, in effect, the amount of revenue which high-cost States 
would have to raise from payroll taxes and thereby tend to equalize the com- 
petitive position of employers in such high-cost States. 

“The House report, in commenting on the original unemployment compensation 
provisions in the Social Security Act of 1935, states: ‘Unemployment compensa 
tion is valuable to the public as well as to the industrial workers themselves. 
It is a measure tending to maintain purchasing power upon which business and 
industry are dependent.’ This points up the fact that unemployment is a social! 
and economic problem which is essentially national in scope and shou!d be dealt 
with in this light. 

“As proof of the fact that in its foresight the Congress well understood the 
effects of unemployment insurance, we can look at the situation in the city of 
Lawrence, Mass., in the spring of 1949, as reported in Business Week for May 7, 
1949. I quote in part from Business Week: 

“Tt takes a lot more to make a depression in 71949 than it did in the early 
1930's. * * * Last week more than 23,000 of the 57,000 workers in Law- 
rence and its suburbs were jobless or only partially employed; but, despite this, 
business conditions were about the same as they were for the country as a 
whole. * * * The paradox of depression conditions without depression is 
explained in this way by Lawrence businessmen: “Unemployment compensation 
has proved to be an effective cushion for business, as well as workers, against 
the impact of lay-off.” ’ 

“This bill would insure that a similar situation would exist in any and al} 
States which may suffer economic reverses beyond their control.” 


SUMMARY OF TITE PROVISIONS OF THE BILL 


The bill would provide for a 100-percent appropriation of Federal unemploy 
ment tax collections to the Federal Unemployment Account. This account would 
be used to pay the administrative costs of the employment-security programs 
and for reinsurance payments. 

A State would be eligible for a reinsurance payment at any time when its 
unemployment fund balance falls below benefits paid in that calendar quarter 
of the last eight calendar quarters in which benefit payments were hichest. 
Any number of payments could be made within a vear, with the limitation that 
each payment cannot exceed benefits paid in that quarter of the last eight quar- 
ters in which payments were highest. The total amount of a payment or pay 
ments in a year would be limited to the amount of benefit expenditures in excess 
of 2.7 percent of taxable wages in that year or, in other words, to the excess 
costs over and above the State’s share of the Federal unemployment tax. Where 
payments to a State are in excess of this amount, an adjustment would be made 
by transferring from the State’s account to the Federal unemployment account 
such excess. 

In order to make sure that the financial plight of a needy State is due to 
factors beyond its control rather than a failure to suspend reduced employer 
tax rates in the face of mounting benefit expenditures, the bill provides that a 
State, in order to be eligible for payments, must have suspended such reduced 
employer tax rates if its fund is lower than the greater of either (1) 6 percent 
of taxable wages in the preceding year or (2) three times the average annual 
benefit expenditures during the preceding 5-year period. Most State laws now 
provide for suspensions, and in many instances the level specified is higher than 
that contained in the bill. 
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ANALYSIS OF BILL TO PROVIDE PAYMENTS TO STATE UNEMPLOYMENT FUNDS AND 
FOR OTHER PURPOSES 


The bill would revise sections 301 and 302 of the Social Security Act, as 
amended, and would add to the act a new title XII entitled “Payments to State 
Unemployment Funds.” 

Section 1. Federal unemployment account 

Under section 1 of the bill, sections 301 and 302 of the Social Security Act, 
as amended, would be revised for the purpose of establishing a “Federal unem- 
ployment account” consisting of 100 percent of the taxes received after June 30, 
1953, under the Federal Unemployment Tax Act and covered into the Treasury. 
Temporary loans to the account from the general funds of the Treasury would be 
authorized initially until the fund becomes self-sustaining through tax receipts. 
Moneys in the Federal unemployment account would be used (1) to pay Federal 
and State administrative costs of operating the employment service and unem- 
ployment compensation systems in the amounts specified from year to year by the 
Congress in appropriation acts, (2) for payments to State unemployment funds, 
as hereinafter provided for by title XII. 


Section 2. Title X1I—Payments to State unemployment funds 

Section 2 of the bill would revise the present title XII of the Social Seeurity 
Act, as amended, to provide for payments to the States from the Federal unem- 
ployment account in the event of threatened insolvency. Section 1201 (a) of 
the revised title XII, paragraphs (1), (2), and (3), would provide that a State 
can qualify for payments after July 1, 1952, subject to the following conditions : 

(1) At any time that, during a calendar quarter, the balance of the State’s 
unemployment compensation fund falls below the amount of compensation bene- 
fits paid under the State law in the highest of the eight preceding calendar 
quarters ; 

(2) After December 31, 1953, no State would be qualified for payments unless 
the tax rate under the State unemployment compensation law is at least 2.7 
percent whenever the balance in the State fund on the tax computation date is 
(a) less than 6 percent of the most recent annual taxable payroll or (b) less 
than three-fifths of the unemployment compensation paid from the State fund 
during the preceding 5-year period ; 

(3) The State agency submits to the Secretary of Labor a request for pay- 
ments, accompanied by necessary information. 

Subsections (b) and (c) of section 1201 of the revised title XII would re- 
quire the Secretary of Labor, upon application of a State agency, to find whether 
the qualifying conditions for payments exist and to certify to the Seeretary of the 
Treasury (and the Secretary of the Treasury would be required to transfer from 
the Federal unemployment account to the State’s unemployment trust fund 
account) payments in the amount requested by the State, but not exceeding the 
amount of compensation benefits paid by the State in the highest of the eight 
preceding calendar quarters. 

Subsection (d) of section 1201, title XII, as revised, would provide for an 
adjustment by the Secretary of the Treasury at the end of the calendar year 
with respect to any State receiving payments (by making transfers from the 
State’s unemployment trust fund account to the Federal unemployment account) 
so that the payments to the State during the calendar year are limited to the 
actual excess of benefits paid in that year over State tax receipts computed at a 
rate of 2.7 percent. 

Subsection (e) of section 1201, title XII, as revised, contains necessary 
definitions. 


Section 3. Perfecting amendments 
Section 3 contains necessary perfecting amendments to continue congressional 
authority to appropriate under title IX of the Social Security Act, as amended. 


Feperat Securtry AGENcY, 
Washington, D. C., March 31, 1952. 
Hon. R. L. DouGutTon, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 
Dear Mr. CrrarrMan: This letter is in response to your requests for reports 
on * * * H. R. 6954. 
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The bill would amend titles III, LX, and XII of the Social Security Act, by— 

(a) Establishing a permanent Federal unemployment account with the 
contributions received under the Federal Unemployment Tax Act; 

(b) Providing for withdrawal from this account of amounts found neces- 
sary by the Congress for the administration by the States of the employ- 
ment security program; and 

(c) Providing for grants to the States from the Federal unemployment 
account for the purpose of reinsuring State unemployment insurance funds 
which run low. 

The bill would provide for a 100-percent appropriation of Federal unemploy- 
ment tax collections to the Federal unemployment account. This account 
would be used to pay the administrative costs of the employment security pro- 
grams and for reinsurance payments. 

A State would be eligible for a reinsurance payment after July 1, 1952, when- 
ever the balance in its unemployment fund falls below the amount of unemploy- 
ment benefits paid out of the State fund in that calendar quarter of the last 
eight calendar quarters in which benefit payments were highest. Any number 
of quarterly reinsurance paywents could be made within a year, with the limita- 
tion that no such payment may exceed the amount of unemployment benefits 
paid by the State in that quarter of the preceding eight quarters in which 
payments were highest. Moreover, the aggregate payments in a year would 
in effect be limited to the amount of the State’s benefit expenditures in excess 
of 2.7 percent of taxable wages in that year or, in other words, to the excess 
costs of benefits over and above the State’s share of the Federal unemployment 
tax. Where reinsurance payments to a State are in excess of this amount, an 
adjustment would be made the next year by transferring from the State’s ac- 
count to the Federal unemployment account such excess. 

In order to make sure that the financial plight of a needy State is due to 
factors beyond its control, rather than a failure to suspend reduced employer 
tax rates in the fact of mounting benefit expenditures, the bill provides that 
after December 31, 1953, a State, in order to be eligible for reinsurance pay- 
ments, must have suspended such reduced employer tax rates if the balance in its 
fund is lower than (1) 6 percent of taxable wages in the preceding year or 
(2) three times the average annual benefit expenditures from the State fund 
during the preceding 5-year period. Most State laws now provide for sus- 
pensions of reduced employer tax rates, and in many instances the fund level 
specified as the criterion for such suspension is higher than that contained in 
the bill. 

We believe that the objectives of the bill are sound and that its enactment 
would strengthen the insurance provisions of the social security program. 
W e, therefore, recommend that the bill be enacted hy the Congress. 

* * Time has not permitted us to obtain advice from the Bureau of the 
‘edions as to the relationship of the bills covered by this report to the program 
of the President. 

Sincerely yours, 

Joun L. THURSTON, 
Acting Administrator. 





[H. R. 7277, 82d Cong., 2d sess.] 


A BILL To amend the Social Security Act by providing unemployment compensation for 
former members of the Armed Forces, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Social Security Act is hereby 
amended, effective June 30, 1952, by adding thereto the following new title: 


“TITLE XV—UNEMPLOYMENT COMPENSATION FOR EX-SERVICEMEN 
UNDER STATE AGREEMENTS 


“Sec. 1501. (a) The Secretary is authorized on behalf of the United States to 
enter into an agreement with any State, or with the agency administering the 
unemployment compensation law of such State, under which such agency (1) 
will make, as agent of the United States, payments of compensation, on the 
basis provided in subsection (b) of this section, te unemployed ex-servicemen, 
and (2) will otherwise cooperate with the Secretary, and with other State 
agencies, in making payments of compensation under this title. 
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“(b) Any such agreement shall provide that compensation will be paid by 
the State to any ex-serviceman, for unemployment in benefit years commencing 
on or after the nintieth day following the effective date of this title, in the same 
amounts, on the same terms, and subject to the same conditions as the com- 
pensation which would be payable to such ex-serviceman under the unemployment 
compensation law of the State if the military service and military wages of 
such ex-serviceman assigned to such State under section 1508 of this title had 
been included as employment and wages under such law, except as is otherwise 
provided in this title. 

“(e) Any such agreement shall provide that any determination by a State 
agency with respect to entitlement to compensation pursuant to an agreement 
under this section shall be subject to review in the same manner and to the 
same extent as determinations under the State unemployment compensation 
law, and only in such manner and to such extent.. 

“(d) Each agreement shall provide the terms and conditions upon which 
it may be amended or terminated. 


“COMPENSATION FOR EX-SERVICEMEN IN ABSENCE OF STATE AGREEMENTS 


“Sec. 1502. (a) In the case of an ex-serviceman who military service and 
military wages are assigned under section 1503 of this title to a State which 
does not have an agreement under this title with the Secretary, the Secretary, 
in accordance with regulations prescribed by him, shall, upon the filing by such 
ex-serviceman of a claim for compensation under this subsection, make pay- 
ments of compensation to him. Such payments shall be made for unemploy- 
ment in benefit years commencing on or after the $%0th day following the effective 
date of this title, in the same amounts, on the same terms, and subject to the 
same conditions as if such ex-serviceman’s military service and military wages 
had been included as employment and wages under the unemployment com- 
pensation law of such State, except as is otherwise provided in this title: 
Provided, however, That if such ex-serviceman, without regard to his military 
service and military wages, has employment or wages sufficient to qualify for any 
compensation during the benefit year under the law of such State, then payments 
of compensation under this subsection shall be made only on the basis of his 
military service and military wages. 

“(b) In the case of an ex-serviceman whose military service and military wages 
are assigned under section 1508 of this title to Puerto Rico or to the Virgin 
Islands, the Secretary, in accordance with regulations prescribed by him, shall, 
upon the filing by such ex-serviceman of a claim for compensation under this 
subsection, make payments of compensation to him. Such payments shall be 
made for unemployment in benefit years commencing on or after the ninetieth 
day following the effective date of this title, in the same amounts, on the same 
terms, and subject to the same conditions as if such ex-serviceman’s military 
service and military wages had been included as employment and wages under 
the unemployment compensation law of the District of Columbia, except as is 
otherwise provided in this title: Provided, however, That payments of com- 
pensation under this subsection shall be made only on the basis of his military 
service and military wages. 

“(c) Any ex-serviceman whose claim for compensation under subsections (a) 
or (b) of this section has been denied shall be entitled to a fair hearing in 
accordance with regulations prescribed by the Secretary. Any final determina- 
tion by the Secretary with respect to entitlement to compensation under this 
section shall be subject to review by the courts in the same manner and to the 
same extent as is provided in subsection (g) of section 205 of title II with 
respect to final decisions of the Administrator under such title. 

“«ca) The Secretary may utilize for the purpose of this section the personnel 
and facilities of the agencies in Puerto Rico and the Virgin Islands cooperating 
with the United States Employment Service uncer the Act of June 6, 19223 (48 
Stat. 118), as amended. For the purpose of payments made to these agencies 
under snch Act, the furnishing of the personnel and facilities shall be deemed 
to be part of the administration of the public employment offices of such agencies. 


“STATE OF FILING AND ASSIGNMENT OF MILITARY SERVICE AND WAGES 


“Sec. 1508. In accordance with regulations prescribed by the Secretary, the 
military service and military wages of an ex-serviceman shall be assigned to 
the State where he is, or where, during the preceding eighteen months, he has 
worked in employment covered by the State unemployment compensation law, 
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if he has filed a claim for compensation against such State and such claim is 
determined to be a valid claim; except that the military service and military 
wages of an ex-serviceman who files a claim for compensation in Puerto Rico 
or the Virgin Islands may be assigned only to Puerto Rico or the Virgin Islands, 
as the case may be. 

“WAITING PERIOD 


“Sec. 1504. If an ex-serviceman qualifies as an insured ex-serviceman but 
would not have qualified without his military service, no compensation shall 
be paid under this title for any pericd prior to fifteen days after he has been 
released or discharged from such service: Provided, That the waiting period 
required by the unemployment compensation law under which the claim is filed 
may begin prior to the expiration of such fifteen days. 


“RIGHT TO COMPENSATION 


“Sec. 1505. (a) To qualify as an insured ex-serviceman, an ex-serviceman 
must have had military wages in his base period and must have satisfied the 
qualifying wage or employment requirement of the unemployment compensa- 
tion law under which his claim is filed (including, for the purpose of such re- 
quirement, all wages as defined herein: Provided, however, That an ex-service- 
man qualifies as an insured ex-serviceman if he bas been paid wages (including 
some military wages) in his base period in an amount totaling at least forty 
times his weekly benefit amount (exclusive of dependents’ allowances). Notwith- 
standing the provisions of this subsection, military wages which have already 
been assigned shall not be used in establishing an ex-serviceman’s right to 
benetits in a benelit year under any other unemployment compensation law. 

“(b) Compensation shall be paid to an insured ex-serviceman subject to the 
terms and conditions of the unemployment compensation law under which his 
valid claim is filed: Provided, however, That- 

“(1) an insured ex-serviceman’s weekly benefit amount for a week of 
total unemployment shall not be less than an amount equal to 50 per centum 
of his weekly wages, or S36, whichever is less, if he has no dependents; 60 
per centum of his weekly wages, or $43, whichever is less, if he has one 
dependent; 65 per centum of his weekly wages, or 347, whichever is less, 
if he has two dependents: or 70 per centum of his weekly wages, or $50, 
whichever is less, if he has three or more dependents ; 

*“(2) any weekly benefit amount, if not a multiple of $1, shall be computed 
to the next higher dollar; 

“(3) the number of dependents shall be determined as of the day with 
respect to which the insured ex-serviceman files a valid claim and shall be 
fixed for the duration of the benefit year established thereby, unless the 
State law provides for redetermination during the benefit year; 

“(4) the maximum potential compensation for an insured ex-serviceman 
who has been paid wages in his base period in an amount totaling at least 
forty times his weekly benefit amount (exclusive of dependents’ allowances) 
shall not be less than twenty-six times his weekly benefit amount ; 

“(5) a disqualification imposed respecting any claim for benefits under 
this title shall not be effective for a period in excess of six weeks of con- 
tinuous unemployment immediately following the week in which the dis- 
qualifying act occurred, except for such weeks as the ex-serviceman is dis- 
qualified under the State unemployment compensation law because of a 
labor dispute or because of frand or misrepresentation : 

“(6) no benefit rights or credit for wages under this title shall be can- 
celed by reason of an ex-serviceman’s disqualifying act or acts; and 

“(7) an insured ex-serviceman shall be disqualified for waiting-week 
credit or benefits, as the case may be, for any week of his unemployment, 
if he has received or is seeking payment for leave for such week under any 
law of the United States relating to leave for servicemen, unless the appro- 
priate agency finally determines that he is not entitled to such payments. 


“PAYMENTS TO STATES 


“Sec. 1506. (a) Each State shall be entitled to be paid by the United States 
an amount equal to the additional cost to the State of payments of compensation 
made under and in accordance with an agreement under this tithe which would 
not have been incurred by the State but for the agreement. 
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“(b) In making payments pursuant to subsection (a) of this section there 
shall be paid to the State, either in advance or by way of reimbursement, as 
may be determined by the Secretary, such sum as the Secretary estimates the 
State will be entitled to receive under this title for each calendar month, reduced 
or increased, as the case may be, by any sum by which the Secretary finds that 
his estimates for any prior calendar month were greater or less than the amounts 
which should have been paid to the State. Such estimates may be made upon 
the basis of such statistical sampling or other method as may be agreed upon 
by the Secretary and the State agency. 

“(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment to each State sums payable to such State under this 
section. The Secretary of the Treasury, prior to audit or settlement by the 
General Accounting Office, shall make payment to the State in accordance with 
such certification, from the funds for carrying out the purposes of this title. 

“(d) All money paid a State under this title shall be used solely for the pur- 
poses for which it is paid; and any money so paid which is not used for such 
purposes shall be returned, at the time specified in the agreement under this 
title, to the Treasury and credited to current applicable appropriations, funds, 
or accounts from which payments to States under this title may be made. 

“(e) An agreement under this title may require any officer or employee of 
the State certifying payments or disbursing funds pursuant to the agreement, 
or otherwise participating in its performance, to give a surety bond to the United 
States in such amount as the Secretary may deem necessary, and may provide 
for the payment of the cost of such bond from funds for carrying out the pur- 
poses of this title. 

“(f) No person designated as a certifying officer by the Secretary or pursuant 
to an agreement under this title shall, in the absence of gross negligence or 
intent to defraud the United States, be liable with respect to the payment of 
any compensation certified by him under this title. 

“(g) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this title if it was based upon a voucher signed by a certifying officer 
designated as provided in subsection (f) of this section. 

“(h) For the purpose of payments made to a State under title III, adminis- 
tration by the State agency of such State pursuant to an agreement under this 
title shall be deemed to be a part of the administration of the State unemploy- 
ment compensation law. 

“ADMINISTRATION 


“Sec. 1507. (a) This title shall be administered by the Secretary of Labor. 
All Federal departments and agencies of the United States shall cooperate with 
the Secretary in the administration of this title. To facilitate the carrying 
out of agreements with State agencies, and to assist in the discharge of the 
Secretary's duties under this title, the Secretary may utilize in each State the 
veterans’ employment representatives appointed under title IV of the Service- 
men’s Readjustment Act of 1944. 

“(b) All Federal departments and agencies of the United States having infor- 
mation with respect to the military service and military wages of any ex-service- 
man are directed to make available to State agencies which have agreements 
under this title or to the Secretary, as the case may be, such information as 
the Secretary may find practicable and necessary for the determination of such 
ex-serviceman’s entitlement to compensation under this title. 

“(c) The State agency, administering the unemployment compensation law 
of any State, shall furnish to the Secretary such information as he may find 
necessary or appropriate in carrying out the provisions of this title, and such 
information shall be deemed reports required by the Secretary for the purposes 
of paragraph (6) of subsection (a) of section 308 of title LIT. 

“(d) The Secretary is hereby authorized to make such rules and regulations 
as may be necessary to carry out the provisions of this title. The Secretary 
shall insofar as practicable consult with representatives of the State agencies 
before prescribing any rules or regulation which may affect the performance by 
such agencies of functions pursuant to agreements under this title. 


“PENALTIES 


“Sec, 1508. Whoever makes a false statement or representation of a material 
fact knowing it to be false, or knowingly fails to disclose a material fact to 
obtain or increase for himself or for any other individual any payment author- 
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ized to be paid under this title shall be fined not more than $1,000 or imprisoned 
for not more than one year, or both. 


“RECOVERY AND RECOUPMENT 


“Sec. 1509. Any person who makes, or causes to be made by another, a false 
statement or representation of a material fact knowing it to be false or know- 
ingly fails, or causes another to fail, to disclose a material fact, and as a result 
thereof, has received any amount as compensation under this title to which he 
was not entitled, shall be liable to repay such amount to the State agency or the 
Secretary, as the case may be, for the fund from which the amount was paid or, 
in the discretion of the State agency or the Secretary, as the case may be, to 
have such amount deducted from any future compensation payable to him under 
this title within the two-year period following the finding, if the existence of such 
nondisclosure or misrepresentation has been found by a court of competent 
jurisdiction or in connection with a reconsideration or appeal. 


“DEFINITIONS 


“Sec. 1510. When used in this title— 

“(a) ‘Armed Forces’ means the Armed Forces of the United States including 
the Army, Air Force, Navy, Marine Corps, Coast Guard, and commissioned officers 
of the Publie Health Service when on active duty. 

“(b) ‘Base period’ means the same as in the unemployment compensation law 
under which the ex-serviceman’s valid claim is filed. 

“(c) ‘Benefit year’ means the same as in the unemployment compensation law 
under which the ex-serviceman’s valid claim is filed: Provided, however, That if 
such unemployment compensation law does not contain a definition of benefit 
year, ‘benefit year’ means the period under such law within which benefits based 
on base-period wages or employment, are payable. 

“(d) ‘Compensation’ means the money payable to an ex-serviceman with 
respect to his unemployment, as provided in this title. 

“(e) ‘Dependent’ shall include any dependent spouse or child, as defined by 
the Secretary, and any other dependent person as defined in the unemployment 
compensation law under which the ex-serviceman’s valid claim is filed. 

“(f) ‘Ex-serviceman’ means any person, regardless of sex, who shall have 
served on active duty in the Armed Forces after June 25, 1950, for a period of 
not less than ninety consecutive days, unless such person was discharged or 
released from service after such date because of an injury or disability incurred 
in line of duty, and who shall have been discharged or released from such 
service under conditions other than dishonorable. 

“(g) ‘Insured ex-serviceman’ means an ex-serviceman who has earned military 
wages in his base period and who meets the qualifying wage and employment 
requirement of subsection (a) of seetion 1505 of this title. 

“(h) ‘Military service’ means any active duty service in the Armed Forces. 

“(i) ‘Military wages’ means the fixed sum of $250 for each month, or part 
thereof, during which the ex-serviceman served on active duty in the Armed 
Forces after June 25, 1950, and prior to such date as the President may determine. 

“(j) ‘Secretary’ means the Secretary of Labor. 

“(k) ‘Unemployment compensation law’ means the unemployment compen- 
sation law of a State which has been approved under section 1603 of the Federal 
Unemployment Tax Act, and which has been found to meet the requirements of 
title III. 

“(1) ‘Valid claim’ means the claim filed by an ex-serviceman which results 
in a determination that he is an insured ex-serviceman. 

“(m) ‘Wages’ means (1) the same as in the unemployment compensation law 
under which the ex-serviceman’s valid claim is filed and (2) military wages. 

“(n) ‘Waiting period’ means the same as in the unemployment compensation 
law under which the ex-serviceman’s valid claim is filed. 

“(o) ‘Weekly wages’ means— 

“(1) Average weekly wage computed according to the unemployment 
compensation law under which the ex-serviceman’s valid claim is filed, if 
such term is used in the law: Provided, however, That the wages used in 
the computation shall include military wages; or 

“(2) If the term ‘average weekly wage’ is not used in the law, one- 
thirteenth of the ex-serviceman’s wages in the quarter of highest wares 
including military wages, in his base period ; or 
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“(3) If the Secretary finds that it is impracticable for either of the above 
definitions of weekly wages to be applied, he may approve such other defini- 
tion as shall be fair and reasonable. 

“(p) ‘Week of unemployment’ means the same as in the unemployment com- 
pensation law under which the valid claim is filed. 


“APPROPRIATION 


“Sec. 1511. For the purpose of paying unemployment compensation to ex- 
servicemen, there is hereby authorized to be appropriated for each fiscal year 
sums sufficient t» curry out the purpose of this title.” 


STATEMENT OF CONGRESSMAN FRANKLIN D. Roosevett, Jr., IN INTRODUCING BILi 
To Provipe UNEMPLOYMENT COMPENSATION FOR VETERANS OF KOREAN CONFLICT 


Mr. Speaker, I am today introducing a bill (H .R. 7277) to provide unemploy- 
ment compensation to veterans of the Korean conflict. I am informed that about 
800,000 veterans will be getting out of service this summer. It will not be easy 
for those desiring jobs to be immediately absorbed in our labor force, for even 
though over-all employment in the Nation today is at a high figure there are now 
35 areas of labor surplus and only 5 of labor shortage. 

When an ex-serviceman is without income—when he is out of a job-—he isn’t 
consoled by being told that unemployment is not widespread. Neither is he 
cheered by having it pointed out to him that there is only temporary regional 
unemployment. Such data, whether in a newspaper clipping or in a mimeo- 
graphed Bureau of Labor Statistics report, will not be accepted in lieu of cur- 
rency by his landlord or his grocer. The same is true of an ex-service woman. 

I have introduced a bill, H. R. 6352, along with other of my colleagues, to pro- 
vide supplementary unemployment compensation benefits to workers unemployed 
because of dislocations res" Iting from the de ense program. While T still believe 


there is a need to provide these supplementiry benefits, there is an even greater 
need to provide a system of fair unemployment compensation to those return- 
ing veterans who have given up their jobs and risked their lives to defend the 


United States and the free nations of the wor!d. 

I have already urged the Committee on Veterans’ Affairs to take prompt action 
to extend the education, training, loan, housing, an! similar benefits of the GI 
bill of rights to veterans of the Korean conflict. The “52-20” unemployment pro- 
visions, however, were open to considerable abuse and criticism. I believe the 
plan proposed in my bill is fair to the veterans and would not be subject to the 
same abuses or criticism, as the veterans would only qualify for the benefits if 
the various State employment services were unable to find them jobs. Thus, I 
believe my bill, in meeting the objectives to the World War II “52-20” scheme, 
should be more acceptable to the people and the Congress. 

Since the Korean campaign began, the size of our Armed Forces has increased 
considerably. Continuance of a Military Establishment of about 3,000,000 to 
4,000,000 men and women is expected; this is a larger force than we have ever 
before maintained in peacetime. Reduction in the total size at an early date 
appears unlikely, but for some years to come we should expect a large number— 
over one-half million—of former members of the Armed Forces to return to 
civilian life each year. It seems highly desirable, therefore, to have a perma- 
nent program to protect all members of the Armed Forces against the risk of 
unemployment when they reenter civilian life. I believe that this can best be 
achieved by extending unemployment-insurance protection to them. 

This proposal calls for the enactment of Federal legislation to be administered 
by the States in conjunction with their own unemployment-insurance laws. 

This proposal is designed to fill a gap in our social-security program, a gap 
resulting from the fact that entering upon military service interrupts and may 
terminate an individual’s unemployment-insurance protection. It provides for 
treating wages earnel in military service as thouch they had been earned in 
employment subject to the State unemployment-insurance laws. Thus, the pro- 
tection now afforded by the State programs would not be interrupted by military 
service, 

While the servicemen’s readjustment-allowance program was designed to 
furnish such protection to veterans of World War II, this proposal is different 
in several respects. It is a permanent program geared to the needs of the large 
Military Establishment over an indefinite future period, rather than a temporary 
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system designed to handle a single postwar remobilization. It is not separate 
and distinct from the existing Federal-State unemployment-insurance program 
but is closely integrated with it. Similar to the proposed unemployment-insur- 
ance program for Federal civilian workers, H. R. 5118, it merges benefit rights 
based on employment covered by the State laws with rights based on service in 
the Armed Forces, and therefore should provide more adequate protection for 
veterans with brief periods of military service. The weekly amounts and the 
periods for which they are payable will be directly related to past earnings, 
like the benefits paid under State laws, rather than being set at $20 per week 
for 52 weeks, as under the servicemen’s readjustment allowance system. Unlike 
the servicemen’s readjustment-allowance program, benefits are payable only to 
unemployed veterans, not to those who are self-employed. The military wages 
will be set, by my bill, at a fixed sum of $250 per month, irrespective of the 
sum actually received. A corporal’s baby can get just as hungry as a colonel’s, 

According to the proposal, and like H. R. 5118, the benefit provisions of the 
Stete laws would be applicable to veterans. However, because of the special 
consideration which the Congress has traditionally given to men and women 
who have served in our Armed Forces, this proposal assures a greater measure 
of protection for veterans than we now provide for nonveterans. In order to 
assure at least a minimum degree of equality of protection to all ex-servicemen, 
regardless of difference in State laws, my proposal would provide that, in no 
case, shall a veteran receive benefits of less than 50 percent of his weekly pay, 
up to a maximum of $36 per week (plus additional benefits for dependents). 
If the veteran has earnings both in military service and in State-covered em- 
ployment of at least 40 times his weekly benefit rate, he will be entitled to 
benefits for 26 weeks, if he remains unemployed and otherwise eligible and the 
State waiting-period provisions will supply. In this respect, my bill differs 
from other pending legislation on the subject. 

Like the servicemen’s readjustment-allowance program, the proposal assures 
that disqualification provisions will not bar a veteran from benefits for more 
than a stated period, and that the State’s interpretation and application of its 
availability and registration requirements, and its definition of unemployment, 
will be controlling. Disputed claims would be adjudicated by State appeals 
authorities. Unlike the servicemen’s readjustment-allowance program, no appeal 
from a State tribunal to Federal administrative authority is provided under 
this proposal. 

Since potential claimants may come from any State and sett!e down in another, 
it is particularly desirable to reduce the volume of interstate cinims which might 
otherwise be filed. The proposal permits the veteran to file his claim and have 
his benefit rights determined under either the law of the State where he is 
located when seeking employment, or that of any State where he is located 
when seeking employment, or that of any State where he has worked in covered 
employment during the preceding 18 months. If his claim is filed in Puerto Rico 
or the Virgin Islands, his rights to benefits will be determined under the pro- 
visions of the District of Columbia law, as is provided by H. R. 5118. Therefore 
a veteren is free to leave the State from where he entered the service. 

In order to assure that the program will not interfere with prompt reenlistment 
of servicemen who are making a career of military service, benefits will not be 
payable for a period of 2 weeks following discharge. In addition, benefits will 
not be payable during periods when the veteran is receiving accrued annual 
leave, following discharge. 

The high-benefit States will not suffer from an influx of unemployed, as all 
unemployment-benefit payments for military service are reimbursable by the 
Federal Government. 

The program envisaged by this proposal would call for administration by the 
existing State employment security agencies, under the terms of agreements 
between the States and the Department of Labor. The proposal would permit 
that Department to operate the program directly in any State which did not 
enter into such an agreement, applying the law of that State; in this respect 
it is similar to the servicemen’s readjustment-allowance program and H. R. 5118. 

The Federal Government would reimburse the States for the benefits paid to 
veterans over and above the amounts which would have been paid under the 
State laws based upon their covered employment. It would also pay the entire 
cost of administration, in the same way as it pays the costs of present State 
employment security operations. The provisions covering financial arrangements, 
such as those, for example, for making payments to the States, and certification 
to the Treasury, as well as those on reporting, consultation with the States, 
penalties, recovery, and recoupment, are the same as the language of H. R. 5118. 














44 UNEMPLOYMENT INSURANCE 


Generally speaking, this plan would have the advantage of fitting into the 
existing Federal-State employment security program in over-all administrative 
terms; the State would deal with only one Federal agency, as compared with 
two under the servicemen’s readjustment allowance program. In addition, it 
avoids the undesirable results which developed from the authority of a Federal 
official to supersede, on appeals under the servicemen’s readjustment allowance 
program, a State tribunal's interpretation of State law. 

Covering veterans under the Federal-State program in this way would give 
them continuous protection whether they are in private life or in the Armed 
Forces. It would lead to the consideration of veterans as though they had 
been but temporarily removed from the labor market. This attitude would help 
to prevent the separation of ex-servicemen from the rest of the civilian popula- 
tion. By requiring that the veteran seek work and file benefit claims through 
the local offices of the employment service, his prompt return to conditions of 
civilian life would be facilitated. With the continuance of a large Military 
Establishment, it appears essential that those who are not career members 
of the Armed Forces should have the same economic security, when they return 
to civilian life, as they would have had if they had remained in civilian em- 
ployment. 

Although there is no Nation-wide unemployment today, there could well be in 
the near future. It is well known that there is unemployment in areas where 
industry has been converting from the production of consumers’ goods to 
defense material and in the textile, shoe, and clothing industries. The individual 
veteran who is unemployed, even though only temporarily, must not be allowed 
to suffer after having made so many sacrifices for all of us. 

I urge the adoption of this legislation for two reasons: 

(1) Financial assistance in making the transition from active military duty 
to civilian employment should be guaranteed every veteran even though he may 
not have to avail himself of such aid; even in a period of full employment the 
individual veteran may not make the transition immediately and thus may have 
a short period of hardship and economic anxiety. 

(2) Many Korean conflict veterans, because of their youth, went directly into 
military service from schools and colleges, not from jobs in government or 
private industry. Therefore, no employer-employee relationship was ever estab- 
lished and they do not have jobs to go back to: neither do they have any accumu- 
lated credits entitling them to State unemployment compensation. 


Mr. Foranp. The committee today will hear Hon. John D. Dingell, 
the author of H. R. 6174; Hon. Wilbur D. Mills, the author of H. R. 
4133; and Hon. Blair Moody, the author of S. 2504, which is a com- 
panion bill to H. R. 6174. 

I might point out that the Senate Committee on Finance held hear- 
ings in February on S. 2504, Senator Moody’s bill which has now 
been published. 

I want also to insert in the record, if there is no objection, a brief 
submitted by Senators Green and Pastore, of Rhode Island. Without 
objection, that will be done. 

(The brief referred to is as follows:) 

UNITED STATES SENATE, 
COMMITTEE ON LABOR AND PusLIC WELFARE, 
March 28, 1952. 
Hon. Alme J. Foranp, 
Chairman, Ways end Means Subcommittee on Unemployment Insurance, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Foranp: We, the undersigned, cosponsors of a companion 
bill, S. 2823 in the Senate, respectfully urge upon your committee favorable con- 
sideration of H. R. 6954 and accordingly submit for the attention of your 
committee the following information which we trust will be of assistance to 
you. 

Title XII of the Social Security Act, Advances to State Unemployment Funds, 
expired on January 1, 1952. Consequently there is at present no provision for 
any form of financial assistance to States whose unemployment insurance funds 
are threatened with insolvency. And yet the need for such financial assistance 
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has never been as urgent as it is now, particularly in Rhode Island where 
there exists a strong possibility that assistance will be required in the event 
of 1 year of abnormally high unemployment of workers insured by the State 
program. 

The form of assistance provided by title XII, however, cannot solve the 
financial difficulties of Rhode Island nor of those other States which are 
most likely to need assistance in the future, States whose annual bencfit ex- 
penditures over a period of years exceed the maximum tax collections per- 
mitted by the State law. Under the provisions of title XII a State, when its 
unemployment insurance reserve funds fall to a specified level, can borrow 
from Federal funds to meet its valid benefit claims, but the loan must be 
repaid. The experience of Rhode Island, especially during the peak employment 
years of 1950-51, indicates that some States are faced with perpetual high 
unemployment and high benefit payments, even when the rest of the Nation is 
enjoying peak employment levels and negligible benefit payments. A repayable 
loan for such States would only be at best a stopgap measure, and a highly 
questionable one at that. A repayable loan plan is based upon the assump- 
tion that a State will be able to meet its benefit payments and will also be 
in a position to repay the loans. The financial experience of Rhode Island 
suggests very strongly that, despite the most provident financing, Rhode Island 
may never be able to repay any Federal moneys it may very soon need very 
urgently. 

The benefit provisions of an unemployment-insurance program as to amount 
and duration of payments, and the terms upon which a worker qualifies for 
benefits, inevitably have an effect upon costs. However, the excessive costs in 
Rhode Island cannot be traced to the greater liberality of its program; in fact, 
excessive costs have hindered needed liberalization. 

Rhode Island has attempted to limit these costs by amending qualifying provi- 
sions and strengthening internal controls and administration. But it is now 
recognized that not much progress can be made in this direction without impair- 
ing the effectiveness of the program and defeating its very aim of providing ade- 
quate and prompt benefits to workers idled because of lack of work and through 
no fault of their own. 

Moreover, any possible additional corrective action which could be taken by 
the State would have little effect on the amount of benefit expenditures. 

The difference between the high- and low-cost States can be attributed to the 
differences in the various economic patterns in the States. 

The chief cause of Rhode Island’s consistently high benefit costs lies in the 
nature of its economy. This conclusion was amply documented by the study, 
Benefit Financing and Solvency of the Employment Security Fund, published by 
the Rhode Island Department of Employment Security in 1950. 

Rhode Island’s high benefit costs can be traced primarily to three factors in its 
economy—its high degree of industrialization, its unstable and seasonal indus- 
tries, and its high percentage of insured employment. Its high percent of covered 
employment results from the dominant character of the Rhode Island economy ; 
namely, its dependence upon manufacturing industry, which involves the em- 
ployment of workers in such numbers as to be subject to unemployment-insurance 
coverage. This high percentage of covered employment, coupled with the high 
incidence of insured unemployment resulting from the unbalanced and unstable 
character of Rhode Island industry, has made for consistently high claim loads 
and benefit outlays. 

The ratio of insured unemployment to average covered employment has always 
been high in Rhode Island as compared to the national average. From 1946 to 
1950 the ratio of insured unemployment in Rhode Island averaged 7.4 percent, 
while the national average was 4.04 percent ; and during the last 5 years, 1947-51, 
this ratio has been even higher, not dropping below 11 percent. During 1951 
insured unemployment in the Nation was fairly stable, averaging 3.0 percent of 
covered employment. In Rhode Island during this period insured unemployment 
averaged 9.2 percent in 1950 and 12.0 percent in 1951. Rising insured unemploy- 
ment in 1950 and 1951 in Rhode Island was entirely contrary to the national 
trends, as it has often been in the past. 

The only basic remedy for this situation would be the strengthening of the 
economy of the State through the establishment of new industry, the balancing 
of the present unstable industrial structure through the addition of heavy year- 
round industry, and the offsetting or elimination of the present highly seasonal 
character of Rhode Island's leading industries, such as textile and jewelry. 
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Action has already been taken in this direction. A Rhode Island Development 
Council has been established for the purpose of attracting new and more stable 
industries to the State. The legislature has also been requested by the Governer 
to appropriate funds that will enable the State to finance the construction of 
industrial buildings as a means of attracting these new industries, It is also 
being impressed upon industry that a further remedy would be concerted effort 
on its part to eliminate, as far as possible, the seasonal factors in its production 
schedules and also to strive, through its own efforts, for larger and steadier work 
orders and contracts. 

It has to be recognized, however, that industries which are seasonal and un- 
stable in Rhode Island are so practically everywhere. Such difficulties are in- 
herent in and peculiar to certain light consumer industries such as jewelry and 
textiles, industries which are of dominant importance to Rhode Island. These 
industries might make some effort to even out their seasonal ups and downs, 
but admittedly not much relief is to be expected from this quarter for the 
theatened benefit reserves, nor is much help to be expected in the very near 
future from the coming in of new and stable industry to offset such seasonal 
weaknesses. 

In any event, these solutions would all be in the nature of long-range programs 
and could not be applied in time for the State’s pressing and immediate problem 
of steadily dwindling benefit reserves fast approaching the point of insolvency. 

These facts clearly point out that the repayable loan would not afford adequate 
protection to Rhode Island if this threat of insolvency ever materialized at some 
time in the future. This repayable loan would be equally inadequate protection 
for many of the other States who are beginning to show characteristics similar to 
Rhode Island and all of whom are faced with this same threat of insolvency. 
It is clearly indicated that an outright grant in the form of so-called reinsurance 
is the only effective solution yet offered. 

To be an effective guaranty of fund solvency, this grant plan must eliminate 
any possibility of total exhaustion of a State fund. At the same time, the plan 
should make available financial assistance only when threatened insolvency of a 
State fund is a result of factors beyond the contro! of the State, such as national 
and international economic conditions. A State must still be expected to keep 
its own house in order with respect to those factors within its control, which 
include the liberality of its benefits, its experience rating provisions, or the 
liberality or stringency of its administration. 

S. 2823 and H. R. 6954, bills which have recently been introduced in Congress, 
are designed to meet the criteria. Both bills, containing identical provisions, 
provide that a State shall be eligible for an outright grant at any time when 
its fund balance falls below the amount paid in benefits in that calendar quarter 
of the last eight in which benefit payments were highest. A State may receive 
any number of grants within a tax year for which it is eligible but each grant 
within the taxable year cannot exceed the amount paid in benefits in that quarter 
of the last eight quarters in which benefit payments were highest. The total 
amount of the grant or grants in any one taxable year is limited to the amount of 
benefit expenditures in excess of 2.7 percent of the taxable wages paid in that 
year. In order to assure that a State retains only that portion of the grant 
which is equal to the differences between its total benefit expenditures and 2.7 
percent of taxable wages, an adjustment is to be made not later than the last day 
of the month following the end of the tax year; any portion of the grant to which 
the State is not entitled will automatically revert back to the Federal Government. 

In order to provide adequate assurance that the financial plight of the needy 
State is due primarily to factors beyond its control, rather than to a failure to 
suspend reduced employer tax rates in the face of mounting benefit expenditures, 
a State, to be eligible for grants, must have suspended reduced employer tax 
rates for any taxation year following the effective date of this bill, if on the tax 
rate computation date for that year its fund was lower than the greater of either 
(1) 6 percent of taxable wages paid in the year ending on that date, or (2) three 
tinies the average annual benetit expenditures during the 5-year period ending 
on that date. 

There is universal agreement that there must be established adequate protection 
for all States against this risk of insolvency. It is equally generally accepted 
that while the threat to Rhode Island is the greatest at the present time, several 
other States are beginning to show clearly similar characteristics. There seem to 
be no dispute either but what it is the respsonsibility of the Federal Government 
to use that portion of the three-tenths percent to establish a contingency or 
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reserve fund, to which refuge can be had by that State whose reserve fund might 
in the future become insolvent. Since the facts outlined above clearly indicate 
that a withdrawal from such a contingency fund in the nature of a repayable loan 
would not provide adequate protection, it can only be concluded that such a 
withdrawal should be in the form of a direct grant. 

Respectfully submitted. 

THEODORE FRANCIS GREEN, 
JOHN O. PASTORE, 
United States Senators from Rhode Island. 

Mr. Foranp. Tomorrow the committee will hear Secretary Morris 
J. Tobin of the Department of Labor. 

The committee has as its first witness this morning our colleague, 
Hon. John D. Dingell of Michigan. Congressman, we will be very 
happy to hear you. 

For the purpose of the record, will you follow the usual procedure 
of giving your name and the capacity in which you appear before this 
committee ¢ 


STATEMENT OF HON. JOHN D. DINGELL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Dineett. Mr. Chairman and gentlemen of the committee, my 
name is John D. Dingell. I represent the Fifteenth Congressional! 
District of Michigan. I am the author of the bill, H. R. 6174, which 
is intended to provide supplementary unemployment compeisation 
benefits in certain cases to workers unemployed during the national 
emergency. 

Mr. Chairman and gentlemen of the committee, no doubt you are 
all familiar with the intent and purpose of the bill I introduced on 
this vital subject and which has been supported by a substantial num- 
ber of Members of the House on both sides of the aisle. 

The problem sought to be solved is not partisan in any sense, and 
although I admit it is somewhat localized and spotty, strange enough 
the business areas and the more productive industrial areas are those, 
which because of the change-over from peacetime to defense produc- 
tion have suffered through this dislocation almost entirely, while the 
rest of the country is enjoying full employment. 

I am not going to discourse at length on the bill, nor its objectives, 
nor what is occurring in the interim with regard to the question of 
dislocation in employment. I am going to leave that to others. I 
am, however, directly and vitally concerned in that particular trou- 
blesome problem and in its early solution. 

Mr. Foranp. Congressman Dingell, the point that I understand 
you are making now is the fact that while we hear a great deal about 
full employment throughout the country the defense program has 
‘aused dislocation in certain areas of the country. 

Mr. Dinegevt. That is precisely what I am trying to say, Mr. 
Chairman. Take Detroit, for instance, the center and the very heart- 
beat of the Nation of industrial activity, an area that perhaps is the 
greatest industrial area in the Nation, and it may be assumed that it 
is greater than any similar industrial section anywhere in the world: 
the work was there, the work is there, so far as peacetime demand is 
concerned, and so far as the peacetime demand creating work is con- 
cerned. But what has happened? Because of an emergency under 
which we sought to rearm the Nation, and because in and around 
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Detroit and in that whole industrial area, which is a tremendously 
large production area, motor manufacture, where they have the pro- 
duction know-how, the drive, the genius, all of which have made it 
particularly attractive to convert with ease and promptness those 
industries to defense, labor was hurt in the process. 

We made provision for any reasonable length of unemployment time 
to assist industry. Aside from the unemployment compensation fund 
there was no benefit, there was no additional allowance made for labor 
and their dependent families being properly compensated during this 
emergency conversion period which has caused this particular prob- 
lem. 

This industrial conversion is unusual, it is for the defense of the en- 
tire Nation, it imposes extra burdens on our workers, and it follows 
logically that the entire Nation should bear the expense, but no such 
provision has been made to compensate the unemployed people. As 
a consequence many of them have absorbed, have used up their ordi- 
nary unemployment compensation benefits and they are today unem- 
ployed. And do not let anybody tell you that the problem has been 
solved or would be solved in a short time by diverting workers to 
other areas. The problem is not confined alone to Detroit or Michi- 
gan. You will find it in various parts of the country: In your very 
State, Mr. Chairman, and as has been said, in the State of North Caro- 
lina; workers have all been hit in spots, in many parts of the country; 
they have felt the effect of dislocation. 

This unemployment should not be treated as an ordinary problem. 
This is a question of national defense and should be assessed against 
the cost of national] defense. I mean, it is too heroic to expect the work- 
ers of my community or any other community to carry this load by 
themselves. It is grossly unfair and I do not think we can expect the 
workers of our area to produce after they have starved for months, 
along with their families, to provide for the defense of the Nation. 

As I stated, it is an extraordinary situation and extraordinary meas- 
ures must be instituted to ameliorate the suffering and sacrifice. Many 
of the employees have actually used up their ordinary unemployment 
compensation. They get no satisfaction from the fact that they were 
partially compensated in the first place for unemployment ; they would 
rather have been kept regularly on their peacetime jobs that they had 
and would have had but for the defense change-over. The work is there 
and would continue to be there except for conversion which has been 
for the benefit of the Nation as a whole, and it has been this interven- 
tion of conversion that has put them in the unemployed ranks. 

They have absorbed the means heretofore provided for them. They 
should have been carried for a longer period of compensation, as a 
matter of fact, at the very outset, due to the fact that we have had 
this extraordinary situation which caused the unemployment, and 
therefore we should make some provision for additional compensation. 

The provisions of the bill are reasonable; they provide for only a 
small additional amount of compensation which can be handled. and 
it is not too costly as compared with the over-all cost of the conversion 
from peacetime to defense production. I am sure the committee will 
take that into account. The demand is reasonable. These men and 
women would have preferred to have their jobs at the full rate of pay 
in peacetime production. 
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Through no fault of their own they are out of work. The sugges- 
tion is made in some quarters that you can take these people, like you 
would sacks of wheat, and transport them from one part of this N a- 
tion toanother. That cannot be x They are rooted to their homes, 
to their communities; they have their wives and children to look after ; 
the children are attending school in their respective communities, 
and you just cannot uproot them, as I say, move them somewhere else 
where there may be a temporary demand for workers. You cannot 
just pick these ge up like you would a sack of wheat or as you 
might ship cattle from the grasslands of Texas to the feed lots of 
Omaha. You cannot take human beings and treat them in that fash- 
ion. 

Besides, we have no assurance as to how long this present emergency 
is going to last, and the country owes some consideration to these 
people to compensate them at least partially for this dislocation, for 
this inconvenience, for this hardship to the workers, their wives, and 
their children. 

This problem affects everybody in the community, from the busi- 
nessman to the banker, and even the industrialist. To put a man 
on a mere starvation basis for whatever the State provides for unem- 
ployment is unfair and will be reflected in future business, as it always 
has been, from the top to the bottom. It affects everybody right down 
to the corner grocer in his business, because when the workers are 
unemployed, not just the man who is unemployed feels the effect, 
his wife and his children, too, are victims, because they are not fully 
compensated. Everyone suffers through the loss of the purchasing 
power of this unemployed individual. 

There are statements that we are going through a trivial tempo- 
rary period of unemployment, which has reached its peak. It has 
not reached its peak in my estimation, and nobody knows how long it 
is going to last. 

Right now in the State of Michigan there is an increase among those 
who exhausted their unemployment compensation and they are left 
flat and, according to my best information, the number was greater 
in February of 1952 than it was in January. 

In Michigan, for example, in January there were 6,151 unemployed, 
who had exhansted their unemployment-compensation benefits, and 
in February there were 6,526 unemployed, an increase in February 
over January. 

In the Detroit area alone, in January the number left without 
compensation, I believe, was 3,362, and in February it increased to 
3,717. All because of defense conversion delays. 

What does that amount to? The worker who has been employed 
in the production of automobiles, and who was getting $75 or $80 a 
week—and God knows even that is not much in these days. I would 
hate to have to put up and try to exist on that with my family and 
my children, on a pay of $75 or $80 a week fully employed—but these 
men, because of this dislocation, now are reduced probably to some- 
where about one-third of that. But whatever the reduction, sup- 
pose it were only 10 percent under the full pay, on a full-employment 
basis, it would still be a sacrifice and a hardship in these days of high 
prices. 
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Therefore, the Dingell-Moody bill offers temporary relief. There 
is no disposition here to relax, to unduly liberalize the act, but its 
intent is to partially relieve the hardship. 

In other words, the State could, with its approval participate with 
the Federal Government; the State could increase the benefits for the 
unemployment period, could extend the period for a little longer time. 

As I pointed out earlier in my statement, Mr. Chairman, and I am 
making this statement rather informally, but many of the people 
who have been thrown out of employment have already used up the 
minimum period of their unemployment compensation within their 
State, and today they are the ones who are really hit through this 
conversion. They are the people who should be provided for. They 
can least afford the sacrifice and this bill provides that those who are 
unemployed may receive additional compensation and over a longer 
period of time. 

The fact of the matter is this, that if the unemployment situation, 
or if the employment situation should be changed for the better, it is 
not going to hurt the State or the Federal Government; it is not going 
to hurt the taxpayer, because these unemployed would not draw com- 
pensation under that liberalized provision when things are normal 
once again. 

On the other hand, if there is no change, and I may add I can fore- 
see the possibility that the stituation is not likely to change quickly, 
then the worker is most deserving of consideration at the hands of the 
Congress; he ought to be given proper compensation for the period of 
his unemployment because his job has actually been taken away from 
him, and it is the uaialeeul man who deserves the greatest con- 
sideration, because that man had a job and because of this conversion 
there is no work for him at the present time. That has not been true 
in the past, because of this international emergency he finds himself 
now without employment, and he needs compensation and more com- 
pensation over an extended period of time, because as I say, this 
condition has been brought about through no fault of his own. 

The solution does not lie, I repeat again, in trying to pick these peo- 
ple up like you would a sack of beans and ship them from Michigan to 
St. Louis. You cannot do that with a man and his family, a man 
with a wife and children who are rooted to a community, who have a 
home, and move them to some other community, shift them to a place 
where there may be no housing, into a community that is already dis- 
turbed because of its overcrowded condition, and we cannot afford io 
follow a policy of requiring a man to leave his wife and children. 

Personally, I want my wife and my children to go with me wherever 
I go. There is too much of this getting away from the wife or the 
children as it is. They start disrupting families right at the cradle, 
so to speak. Children are enrolled in cradle clubs, then taken to 
prekindergarten classes, then they go to boarding schools, and finally 
to colleges, always away from home and finally some whipper-snapper 
comes along and takes your boy and girl and marries them and they 
are off and gone, while yeu have had the child, you have never had 
them at your home very much. 

Anything that we can do to keep the family together is something 
that I am sure all of us want to make possible. That is what I am for, 
and I am ready to fight for it. 
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I can see no unreasonable proposal in the bill. It should be a part 
of our whole defense plan. Conversion is something that the entire 
Nation should pay for. 

We have provided for the farmer; we have prov ided for industry; 
we have provided for almost everybody. They all stand to benefit 
under this emergency, everyone, except the worker. 

I was just saying, before our distinguished chairman, Mr. Doughton, 
came in, that this affects workers everywhere; even down in North 
Carolina and various other parts of the Nation, not just in Michigan. 

Now, Mr. Chairman, so much for that. 

I do want to sav a word of caution about the Mills bill, which I 
understand is also to be considered by this committee, and I want to 
add that anything I say against the Mills bill is not said in any sense 
as a reflection on the good character, or in any manner whatsoever 
against my good friend from Avianabe. Mr. Mills. 

But I do want to say this, that the Mills bill, in my own estimation, is 
a part of a movement on the part of those who have never, either had 
anything to do with fostering unemployment compensation, or who in 
fact have always been opposed to unemployment compensation and to 
our entire social-security system. They desire by every means a 
method to tear it down. ‘Under existing law there is no shackle, there 
is no unreasonable control upon the States, insofar as the unemploy- 
ment compensation is concerned through the three-tenths of 1 percent 
which is retained by the Federal Government and the various methods 
which are prescribed for the administration of unemployment com- 
pensation in the hands of the States. The States are not controlled 
here in Washington. 

The Mills propos: al has for its purpose to take away the three-tenths 
of 1 percent, which is retained by the Federal Government, and thus 
to un dermine and destroy the minimal standards needed for a real 
system which protects the more progressive State systems and their 
more liberal plana daniel the backward States. It means the eventual 
destruction of unemployment insurance which belongs to the workers 
of America. The purpose of the Mills bill will divest the Federal 
Government of the last vestige of control. And, I want to warn the 
men and women in the labor movement, that if anyone attempts to 
tamper with the provisions of that part of the law, that they should 
march on Washington, not 3,000, 4,000, or 5,000 in number, but I think 
there ought to be a million workers come here to Washington to let 
Congress know precisely how they feel about it. 

And I want to warn, at the same time, the industries of the Nation, 
particularly the industrialized areas in progressive States, that if you 
are not careful, that if you do not permit the Federal Government to 
maintain certain standards, minimum standards, the great industrial 
areas, in States like Illinois, Michigan, Rhode Island, Indiana, Ohio, 
and the industrial areas and other areas that are rapidly becoming 
industrial, even in the Southland, that they will be undermined and 
destroyed by a competitive handicap to those industries in the sur- 
rounding States, or in the contiguous States which may have lower 
standards, and their competitors will force their State legislatures to 
make further and further concessions to the State agencies them- 
selves, and as a consequence it will only be a question of time when 
unemployment compensation will be absolutely worthless. 
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And they may be forced even to go so far as to repeal the law be- 
cause it has become worthless. 

Now, the only real value, as I say, of unemployment compensation 
insurance is that it does provide an element of relief to the unem- 
ployed. But even now the coverage is insufficient, in my viewpoint 
yet; and if you permit the Mills proposal—and it is not original with 
Mr. Mills, in my opinion, nor with the unemployment compensation 
commissioners of the various States; no, sir. This proposal began, 
stemmed from the brain of one Mr. Bane, Frank Bane, who is sup- 
posed, I believe, to be the executive secretary of the Governors’ Con- 
ference. 

I do not know how any Governor of any State can subs«ribe to that 
part of the proposal if he knows at all what it is about. 

There has been an attempt made at various conferences of the Gov- 
ernors against unemployment compensation by the Bane method con- 
tained in the Mills bill. First time at Chicago, then again it was 
considered here in Washington. And I say to you that I was at least 
partially responsible for destroying it in those two attempts, but it 
has not died; it is well financed: it is endorsed by those who always 
opposed unemployment compensation and who want to do anything 
they can to undermine and to eventually destroy the unemployment 
compensation system. 

You as a committee have got to be on the alert because if you are 
not, all workers, by the millions, will suffer; and the advantages that 
have been gained in this country will be wiped out. 

The attempt, I understand, has been made and decided upon in 
some quarters to substitute the Moody-Dingell proposal with the 
Frank Bane proposal and thus to take away the last vestige of control 
in the Federal Government. 

During the conference in Colorado Springs, Colo.—and I was not 
invited there, neither was I invited to attend the conference which 
took place in Detroit, in my home town; they did not want me there, 
and let me say, parenthetically, that in Chicago at the conference, at 
the banquet, Mr. Bane was introduced as the man “who runs the Gov- 
ernors, who tells them what to do, and what not to do.” That was a 
brazen and questionable introduction which was made to the Gover- 
nors in the introduction of Mr. Bane. 

And I want to pay my respects to Mr. Bane, particularly if that is 

true. 
But during the conference in Colorado Springs I wrote to Gov. 
William Knous, the Governor of the State, and my good friend; to 
Gov. Earl Warren, of California; Gov. Chester Bowles, of Connecti- 
cut; Gov. Adlai Stevenson, of Illinois; Gov. William Preston Lane, 
of Maryland; to the Governor of the great State of Massachusetts, 
Hon. Paul A. Dever; to my own Governor, Hon. G. Williams; to the 
Governor of the great State of New York, Thomas E. Dewey; and to 
Gov. W. Kerr Scott, of North Carolina; also to Gov. Frank J. Lausche, 
of Ohio. 

I wrote that letter under date of June 19, 1949, in which I made 
reference to this attempt regarding the administrative finance proposal 
relating to unemployment-compensation insurance. I put them on 
guard against any disruptive attempt and apparently in the confer- 
ence the attempt never got to first base. I doubt whether it was even 


considered. 
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Here the other day, when we had a group of governors who were 
attending the meeting of the subcommittee of which I am a member, 
relating to eorece State and Federal taxes, I asked whether there 
was any proposal relating to overlapping taxes between the Federal 
and State Governments, or vice versa, which was related to the subject 
matter of the Mills bill; where there was any remote possibility such 
a proposal might in any way tamper with the three-tenths of 1 percent 
of the unemployment-compensation tax on the agenda of the Gover- 
nor’ Conference, and I was assured that there was not. 

Seemingly, the Conference of Governors takes the better view that 
it is well to let well enough alone, and that no attempt shall be made, 
so far as they were concerned, to tamper with that provision, because, 
really, that is the only remaining safeguard, so far as they were con- 
cerned, that gives the Federal Dasetaient contact with the unem- 
ployment compensation, and if you destroy that you have destroyed 
the last vestige of minimum control. It will react unfavorably, not 
alone against labor but against industry in the State, which provides 
a more reasonable basis of compensation for its workers. 

To follow and enact the Mills proposal as contained in his bill will 
eventually eliminate not only the Federal Government but the mainte- 
nance of standards which will create a competitive situation which 
will force the industries in the liberal and progressive States to seek 
more and more relief from taxes through their legislatures until even- 
tually the system of compensation will become worthless and will have 
to be repealed. 

Just one more word, with your permission, Mr. Chairman, and I 
will be through. I do not think all of this talk about whether a State 
receives all of that three-tenths of 1 percent back or not is important. 
The important thing:is that certain States have received from this 
fund more than they have paid in; others have paid in more than they 
have received; some States got less; some got more than they paid 
in, but that was anticipated when the system was established. ‘This 
money is available for the States to meet emergencies. 

But this three-tenths of 1 percent is the only point where the Fed- 
eral Government can attempt to help the States that are in difficulty 
as a result of some peculiar condition, 

Now, Mr. Chairman, before I lay myself open to questioning, I 
want to ask unanimous consent to insert in the record a copy of my 
letter to Hon. William Lee Knous, Governor of Colorado, who was 
host to the Governors’ Conference at Colorado Springs at the famous 
Broadmoor Hotel, and to nine others. 

Mr. Foranp. Without objection, it will be made a part of the record. 

Mr. Dincexy. As a part of my remarks? 

Mr. Foranp. Yes. 

(The letter referred to is as follows:) 

CONGRESS OF THE UNITED STATEs, 
House OF REPRESENTATIVES, 
Washington, D. C., June 19, 1949. 
Hon. Wirtu1aM Ler Knovs, 
Governor of Colorado, 
Care of Governors’ Conference, Colorado Springs, Colo. 

Desr Governor KNovs: I am vitally concerned about administrative financing 
proposals relating to unemployment compensation and the Employment Service. 

The 100 percent offset is extremely dangerous, emanates from doubtful or 
unfriendly sources, and as occurred once before, should again be defeated. 
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The same proposals deferred at the Chicago conference, and at my initiative 
disapproved at the Washington conference, are again being advanced in new 
garb but with the same objective to remove Federal Government from par- 
ticipation in present Federal-State cooperation. Basically this involves the 
wiping out of the minimal standards of existing law and jeopardizes the wel- 
fare of workers and of industry by creating a competitive advantage in States 
which would then lower benefits, impose insurmountable conditions and in 
devious other Ways undermine the present system. Stagnant pools of unemployed 
in backward States would tend materially to reduce the high standards in force 
in the more progressive and industrialized States. The general tendency would 
be reversed from advancement to retrogression. 

These proposals to disrupt essential Federal-State cooperation come at a 
most critical time when rising unemployment and economic uncertainty call for 
the closest possible understanding and cooperation. 

I regard the Lynch bill as less objectionable than the original 100 percent 
tax offset, but I am opposed to the proposition of distributing excess Federal 
collections among States for purposes other than administrative emergency ex- 
penditures, and use of such excess funds for reinsurance to pay benefits to work- 
ers when State funds may become insolvent. 

The proponents of the idea to sabotage unemployment in devious and appealing 
ways have presented their plan to the people not the least of which is the demand 
for State control—which ignores the fatal implications that will follow to 
anuihilate the present system. 

The proponents according to Associated Press dispatches have already jumped 
the gun and loosed their barrage upon ail forms of Federal-State cooperation 
with emphasis upon the alleged “gross abuse in unemployment compensation 
payments” which of course can be corrected by the complaining States wherein 
such abuses occur without voiding Federal-State cooperation so essential to 
the maintenance of the higher standards protecting workers and industry in 
all States. 

I trust your views coincide with mine and that you will assume a forthright 
position when the matter is presented to the conference, 

I subscribe myself, 

Cordially and sincerely yours, 
JoHn D. Dincety, Member of Congress. 


Identical letters sent to the following Governors: Hon. William Lee Knous, 
Governor of Colorado; Hon. Earl Warren, Governor of California; Hon, Chester 
Bowles, Governor of Connecticut ; Hon. Adlai E. Stevenson, Governor of Illinois ; 
Hon. William Preston Lane, Jr., Governor of Maryland; Hon. Paul A. Dever, 
Governor of Massachusetts; Hon. G. Mennen Williams, Governor of Michigan; 
Hon, Thomas BE. Dewey, Governor of New York; Hon. W. Kerr Scott, Governor 
of North Carolina; Hon. Frank J. Lausche, Governor of Ohio. 

Mr. Drncetit. Mr. Chairman, I have dealt more with the broad 
aims of the legislation, and have left to others points to be covered by 
as who will come after me. 

I do hope that the Secretary of Labor and the Security Adminis- 
trator, Mr. Ewing, or his s yokesman, and labor will turn out here in 
full to give vent to their ‘fooling on the question of three-tenths of 
1 percent as being sacred and untouchable, and if they do not do that, 
they will, in my opinion, cause the unemployment compensation 
system to go by the board, and as I say, I hope they would come here 
in groups “of thousands, a hundred thousand strong, if necessary, 
before they permit anyone to tamper with this provision of the un- 
employment compensation law. 

This is a labor fight; this is a fight of the Nation; this is a fight 
of progress against backtrac king, reaction against labor, I think they 
had better take c ognizance of it right now. 

Mr. Cuamman. Lam ready for ( questions. 

Mr. Foranp. Mr. Mason? 

Mr. Mason. Congressman Dingell, you are not willing to say that 
Governor Williams, of Michigan, would be one of those who would 
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try to undermine the unemployment insurance program of the Nation, 
would you? 

Mr. Dinegexx. I would not only say he would not, but I am sure 
that he would not. 

Mr. Mason. All right. 

Mr. Dineeww. He is not only for it—— 

Mr. Mason. Governor Williams did make the statement a week 
or so ago with respect to the unemployment problem in Michigan and 
the problem in Detroit. He said that the crisis was over, and that 
he thought that the State of Michigan could take care of it from 
now on. 

Mr. Dincetxt. With all due deference to my good friend from Illi- 
nois, unless I heard that from the lips of Governor Williams today, 
I could not accept that as fact. 

Mr. Mason. t hat was a newspaper statement. 

Mr. Dincevt. The fact is, I do not believe he would say that. It 
may appear in some newspapers, but I am afraid my good friend 
has read the wrong newspaper. 

Mr. Mason. Very well. But the burden of his testimony, pensenns 
to the paper, was when the Senate was considering this Moody bill. 

Mr. Dincevt. That is the same bill. 

Mr. Mason. Yes. The testimony was given that the unemploy- 
ment problem in Michigan totaled about 172,000 for the State of 
Michigan. I think the Senator made that testimony. The unemploy- 
ment last week was down to 75,000. That would indicate that there 
is cause to think that the emergency in Michigan was broken and they 
think they can handle it. 

Mr. Dincexu. I am inclined to the thought that it is not cleared up, 
because the figures I quoted as respects Detroit, Mich., earlier in my 
testimony indicates the situation is now even worse than it has been 
heretofore. 

And by the way, I want to have the record made clear that when 
I was referring to the increase in unemployment, that what I had in 
mind saying was that the number that was increased covered those 
who had exhausted their unemployment-compensation benefits. That 
is what I had in mind to say. 

Mr. Mason. Do you know whether there is a bill before the Michi- 
gan Legislature today to take care of this problem by the State? 

Mr. Dinceux. I could not say, but if it does, it may not find its wa 
through. And if the gentleman will indulge me for a moment, I will 
tell you just why: this problem does not affect the rural areas. The 
Legislature of the State of Michigan, like most legislatures, is in the 
hands of the rural element, disproportionately so. 

Mr. Mason. You mean to say that the rural element in the legisla- 
ture is not interested in the problems of the people in the city ? 

Mr. Dineeww. I do not think so; to be frank, I do not think they are 
interested in it; I think they are more interested, perhaps, in corn and 
hogs and their own problems and price supports, and things of that 
kind very much more than they are in what they believe to be a tempo- 
rary condition in the city of Detroit, or the city of Flint, or the city of 
Grand Rapids, or some of the big industrial areas. 

Mr. Mason. I am thinking of 

Mr. Dincetu. I think the Legislature of Michigan is disproportion- 
ately dominated by the rural element. 
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Mr. Mason. I can only speak from my own experience. I served 
in the Legislature of the State of Illinois and I did not just support 
the rural element, although I ee a rural element at that time, 
we were not just interested in the problems that confronted the rural 
element, but in problems that confronted all citizens. 

Mr. Drnce.u. I dare say that when my good friend says he repre- 
sented the rural area that he also had as much, as many, people living 
in the city as he had in rural areas. 

Mr. Mason. In my particular district it would have been about 
50-50. 

Mr. Dincetx. About 50-50. 

Mr. Mason. Yes. 

Mr. Drincetxt. With the rural at least half and the cities half? 

Mr. Mason. Yes. 

Mr. Dincett. Here is the situation that deeply concerns me at the 
same time in Congress as in the legislatures, that whenever a question 
affecting the workers comes up for consideration, whether in Congress 
or in the legislature, everybody talks about the tax burden on industry 
and that the farmer is overtaxed, and that the farmer is the best cus- 
tomer the worker has, and that although the worker—— 

Mr. Mason. When you say the farmer 

Mr. Drxce... Pardon me just a moment; let me first finish my 
thought. 

Mr. Mason. Yes. 

Mr. Drncett. When we talk about the farmer being the best cus- 
tomer of the man in the city, we are apt to forget the dominant position 
the worker holds in this country affecting the welfare of not only the 
farmer but business. I cannot say axuctly, but the urban element de- 
pendent upon industry constitutes 120 million out of 150 million 
people, a ratio of four city workers to one farmer. Therefore the city 
workers are four times better customers of the farmer, and yet what 
happens? Inthe farmer-dominated State and Federal legislative bod- 
ies the farmer always gets the break and the worker in the city does not. 
It is wrong. This situation must be corrected. The situation should be 
changed primarily by the States. In Michigan we have tried to get a 
constitutional amendment, a constitutional provision with regard to 
proper representation in Lansing, for the last 20 years, I guess, or more, 
and we cannot get it. Why? Because the up-State has dominated 
the legislature and we cannot get any action from the up-State rural 
representation, result—the cities today are not i ee ry in proper 
ratio. That is a matter in justice that cries to the high heaven for 
correction. We ought to insist upon it until we have a proper propor- 
tionate representation. 

Mr. Mason. Getting back to the unemployment compensation ques- 
tion of the bill which we are now considering, and the bill I am told 
that in the Legislature of Michigan will be up for action tomorrow in 
the house. 

Mr. Drncetx. It will be? 

Mr. Mason. Yes. 

Mr. Drncett. Thank goodness for that. It must show the energetic 
effect of Governor Williams’ action. 

Mr. Mason. It would increase the term of compensation, the period 
of compensation from 20 weeks, as I understand, to 26 weeks. 
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Mr. Dinoetxt. That is the one Governor Williams has been insisting 
upon. 

Mtr. Mason. How about the unemployment compensation fund of 
the State of Michigan? Ral 

Mr. Dineext. I % not know exactly what it amounts to. It is quite 
substantial. 

Mr. Mason. Something like $330 million, I think; is it not ? 

Mr. Drncetx. You have the figures before you—— 

Mr. Mason. Yes. And with that amount in the funds, and with the 
legislature in session, and with the legislature considering the problem 
of unemployment as it sees it in the State of Michigan, the question 
comes to my mind why we in the Congress should bother ourselves, 
if they are clearing it up themselves. 

Mr. DINGELL. There is still this answer—that the problem is a 
Nation-wide problem. It is part of the defense problem. It is a cost 
that is foreign to ordinary unemployment, and this measure, the 
Moody-Dingell bill, is intended to cover an emergent instance of this 
nature. It is not intended as a permanent thing. It is not intended to 
liberalize the law in a general way, but it is only because of this dis- 
located situation which came about as a result of the change-over. 

Mr. Mason. While you say it is not intended to liberalize, and so 
forth, the actual provisions of the bill would see to it that it would be 
liberalized because it increases the amount to be paid by 50 percent 
and it increases the time, or period of unemployment compensation, 50 

vercent. 
' Mr. Drneett. For this particular purpose, but none other. 

Mr. Mason. It says: Whenever the Gevaaer of any State finds 
unemployment in any one little area of the State and certifies to it, 
then he may apply and automatically relief is given out. That does 
not seem to limit it. 

Mr. Drncett. I presume that directly or indirectly, the dislocation 
could be brought about as a result of a defense change-over, and who 
but the Governor of a State, be he a Republican or a Democrat, would 
be in a better position to know what is the cause or reason. But it 
would still apply only on a temporary basis until this emergency is 
over. 

Mr. Mason. But it says from year to year in the bill. 

Mr. Dinceit. As an emergency, and as the emergency situation goes 
on. It would have to be from year to year. 

Mr. Mason. We have been in a state of emergency ever since I have 
been in Congress, 16 years—one emergency after another, so the 
emergencies just go on like Tennyson’s brook. 

Mr. Drncety. No; we are not in that kind of an emergency. The 
emergency intended to be covered in the Moody-Dingell bill, and the 
companion bills in both Houses, is for the people who are or would 
be thrown out of their peacetime jobs because of the defense change- 
over, 

Mr. Foranp. We thank you very much for the testimony that you 
have given the committee. 

Mr. Drncett. I do hope that my good friend from Illinois and I 
have contributed something toward bringing about a more equitable 
representation in our States. 

Ras Mason. Of course, that is a problem by itself and outside of 
this, 
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Mr. Dincetu. It is outside of this, but that is one reason why you 
have a difficult time so frequently in aiding the worker. The situa- 
tion is not-appreciated by the people who five on the land and who 
always manage to eat and are very prosperous in these years and have 
no sympathy for the man who is Ate, anes and thrown out of a job. 
You would Se surprised if you knew where the legislative control lies 
in the State of Michigan. It comes from the small towns that fre- 
quently have a population of not more than 1,500. There are repre- 
sentation provisions of the Constitution of the State of Michigan 
which favor some of the thinly populated cut-over sections of the 
State and where a county should have been consolidated with two or 
three others into one a long time ago, but they have not been con- 
solidated because it would mean less representation from the rural 
areas. 

Most of the permanent chairmen in the legislature are from those 
areas and are in control of legislation that stifles the very existence 
in the county of Wayne and other counties wherein are located the 
major cities. It is high time that the county of Wayne and Kent 

Jounty and the industrial areas ought to declare a strike on paying 
their taxes in order to force this question of constitutional representa- 
tion. 

The moiety clause aoe to be eradicated because as it stands now, 
the Constitution of Michigan perpetuates the tyranny of misrepresen- 
tation or underrepresentation. This works in favor of the rural com- 
munity and the farmer and against the urban population and the big 
cities of the State. Thus you can elect a Democrat as a Governor but 
he is nearly always hogtied by an adverse Republican majority in the 
house, senate or both. This ress of minority and rural control 
of the legislatures is firmly entrenched and is seemingly perpetuated 
in many States. A recent article in a Washington paper quotes a 
rural senator or representative in debate saying that the hand that 
tills the soil and produces and harvests the crops should dominate 
and control in the making of the laws. The quotation is not verbatim 
but it is substantially correct and indicates a brazen and contemptuous 
attitude. 

Mr. Foranp. I see that the Senator from Michigan, Senator Moody, 
is here. Senator, the committee will be glad to hear you. You may 
proceed, 


STATEMENT OF HON. BLAIR MOODY, A SENATOR IN CONGRESS 
FROM THE STATE OF MICHIGAN 


Senator Moopy. I am very honored to appear before your commit- 
tee this morning to advocate a bill which Representative Dingell, and 
I believe some others, have introduced in identical form to a bill which 
was presented to the Senate by myself and 14 other Senators. 

Mr. Chairman, I would like to explain this bill to the committee. I 
would be glad to present my testimony before the Senate committee 
for the record, or make a detailed statement and answer questions. 

This primarily is a bill to pay for the cost of the defense effort. 

Mr. Foranp. Do you care to have your testimony given in the Senate 


included as a part of our hearings instead of going into the details? 


Senator Moopy. I believe so. 
Mr. Foranp. Without objection, that will be done. 
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(The statement referred to is incorporated by reference. See p. 
35 of hearings of February 1952 before Senate Committee on Finance.) 
Senator Moopy. I would like to say, however, that basically this 
bill is a measure to pay a part of the cost of the national-defense 
mobilization and to meet an acute human need, something that I con- 
sider to be in the highest tradition of our Government and Congress. 

Now, I would like to refer to a few of the things that this bill is 
not. 

A great many statements have been made about this bill which I 
am sure were made without intent, and which have misrepresented the 
bill. 

It is not a bill to federalize unemployment compensation. It was 
drafted by myself, with Mr. Dingell and a number of other Senators— 
Senator Douglas, Senator Kefauver, and others. We had some help 
from some of the Government departments. We had suggestions from 
both labor and industry. The bill went through nine drafts before 
we finally got it in shape because, as you know, sir, it is a very compli- 
cated subject. Finally, on the morning that I appeared before the 
Senate Finance Committee, I submitted an amendment to the bill 
which dealt with the extension of the time period of payments. 

I would like to emphasize this is not a bill to federalize unemploy- 
ment compensation. Every effort was made in the drafting of this bill, 
Mr. Chairman, to avoid any such issue in this measure. 

The bill provides in each case a Federal supplement based on a 
State standard. The standards in this bill are entirely set by State 
legislatures. 

Mr. Foranp. You are not changing anything done by State legisla- 


tures whatsoever, but you are merely supplementing with Federal 
funds? 

Senator Moopy. Obviously, we could not change anything that the 
legislatures had done. What we took —— care not to do in 


this bill was to put in a Federal unemployment system. 

Let me explain what I mean. The amendment that I presented 
to the committee on the morning that I appeared to testify was an 
amendment which provided a Federal extension of the period of time 
by 50 percent. 

Now, this was originally not included in the bill. As a matter of 
fact, when I first presented the measure to the Senate itself, I said 
that I did not see how we could do that. We later found a way to do it. 

We did not see how in drafting the bill we could fail to write cer- 
tain dollar signs in, certain Federal assertions of how much on a 
Nation-wide basis the unemployment-compensation payments should 
be. Therefore, we left it out, although we do think that in most cases 
the period of payment is not long enough. 

We ieelted in that instance the same principle with regard to 
duration of payments that we applied in the matter of the amount 
of the payments; that is, 50 percent of the State amount. We did 
not see how that could be done because we felt that would write in 
a specific dollar sign, but we found also that could be done by again 
taking the State legislature’s amount, adding a percentage to it and 
saying that the total of those two percentages should be met during 
an extended period by the Federal Government, and even that ex- 
tended period would be a percentage of the period previously set 
by the legislature. 











60 UNEMPLOYMENT INSURANCE 


Now, I make this rather complicated statement merely to show you 
the effort that we went to not-to make federalization an issue here. 

Also, Mr. Chairman, this is not a permanent bill. It is not intended 
to be a permanent change in the unemployment compensation. I 
understand that the distinguished Representative from Arkansas, Mr. 
Mills, and others are advocating a measure which would provide 
for reinsurance as a permanent change in the system, and I believe 
that they have a proposal that ought to be seriously considered, but 
that is not the same as this proposal. This is an emergency action. 

This is not a measure designed to benefit labor alone. I do not 
subscribe to the idea that this is merely a labor measure. As a mat- 
ter of fact, I can provide for the committee, if you would like to have 
it, a communication from a number of business organizations in the 
city of Detroit and other cities in support of this measure. It is also 
true that a number of large business organizations oppose it, 1s you 
heard. 

There was a statement made by one of these gentlemen before the 
Senate Finance Committee that a condition of 107,000 unemployed 
in the city of Detroit was a normal condition. I think that statement 
answers itself. 107,000 unemployed in one city is not and cannot be 
a normal condition. 

I would like to point out, Mr. Chairman, that anytime there are 
that many people unemployed in the city it affects not only the in- 
come of the people who are not working but also the income of the 
corner grocer. It affects the merchant and everyone in business. It 
also affects the farmer. 

I have heard interest expressed for the measure by a number of 
people who represent farmers. They are not all for it, but some of 
them express an interest in the effect a drop in the buying power of 
the consumers will have on such products as milk. If the people are 
not drawing their pay checks, they cannot buy milk; and obviously 
that would affect the dairy farmers. 

Mr. Mason said awhile ago, in questioning the Congressman from 
Michigan, that the back of the situation had been broken. I believe 
that you quoted the Governor as saying that. I did not happen to see 
that particular quotation, and I would like to explain what the situ- 
ation is out there, as I see it. 

The Governor and I work very closely. I did confer with him in 
drafting the bill. This bill was one of three points in a program that 
the Governor of Michigan and I undertook to provide for relief in 
the very situation that was developing, and is continuing in the State. 

Mr. Mason. When did this conference between you and the Gov- 
ernor take place? 

Senator Moopy. Before the bill was introduced in the Senate. 

Mr. Mason. His statement was made on March 17. 

Senator Moopy. I understand, and the last conference I had with 
the Governor was yesterday. It is still continuing. What he did was 
this: First, we proposed that more metals be given in the allocation 
procedure of the Giesernmund for the manufacture of automobiles. 


As you may know, sir, the announced plan of Mr. Fleischmann, the 
NPA Administrator, was to reduce the quota of automobiles to 800,000 
cars for the second quarter of this year. Accordingly to industry fig- 
ures, roughly 100,000 cars means 50,000 jobs; so, in addition to the 
107,000 that were then out of work in the city of Detroit, and the 
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175,000 out of work in the State of Michigan, had that cut-back from 
that level of slightly over 1,000,000 cars for the first quarter of this 
year been put into effect there would have been an additional load of 
unemployment amounting to an estimated 100,000 piled on top of 
what was already a very serious situation. 

So, our first move, Mr. Chairman, was to see to it that that catas- 
trophe did not happen in the State. 

1 think I can say that we were fairly successful in that because we 
did ask Mr. Wilson, the Mobilizer, to bring down all the automobile- 
company heads and the labor people. We had a meeting with them, 
and after a good deal of telephone conversation and other things we 
found that they did release to us enough material to make more than 
1,000,000 cars; so, there was a stop-loss order there, and we took care of 
that one. 

Mr. Mason. That was good constructive work on your part, and the 
part of those that were interested. That is the type of work that I 
approve of entirely. 

Senator Moopy. Thank you very much. That was item No. 1. 

Item No. 2. We conferred with Mr. Wilson and Mr. Fleischmann, 
and they set up what is known as a task force for distressed areas. I 
might say, Mr. Mason, the reason that I am going into this, although 
it does not relate directly to the bill, is that I want you to know that 
this is not a bill to pay people for not working; it is just the opposite. 
This task force is headed by the vice president of the Sperry Corp.; 
former president of the Sperry Gyro Corp. 

Mr. Mason. And they diverted war contracts to these places suffer- 
ing unemployment, and that is also a very constructive job. 

Senator Moopy. That is right. The whole thing is a diversion, but 
it is looking to find out what those plants can make and what the 
Government needs, and by putting that extra spur behind it you also 
get increased military production. That was the second thing. 

But, Mr. Chairman, despite the best that could be done, the fact re- 
mains that there still is a very serious unemployment situation. The 
threat of an additional tremendous load, we hope, has been averted, 
but that does not help the man who is now out of work and has to feed 
his family, and who has been put out of work by action of the Federal 
Government. 

The Federal Government is acting in line with the policy approved 
by the Congress of the United States, which is necessary, in my judg- 
ment—and I assume in the judgment of this committee—to avert an 
atomic war with Russia, and it puts us in a position to win such a war 
if, unfortunately, it should break out. 

This is a defense problem. As a part of the defense problem, the 
Government has been forced to say, “You shall not put that copper into 
a radiator; you cannot work because we are going to have to take it 
for ammunition. Therefore, for the time being, you are deprived of 
your livelihood. At the same time, by inference, the Government has 
said to the man: “But do not go anywhere. This Michigan indus- 
trial arsenal”—speaking of Michigan—“and these other arsenals that 
exist in other parts of the country that are now down may need your 
skill at a later date for defense production.” 

Mr. Foranp. You are using Michigan as an example, but other parts 
of the country are affected similarly ¢ 
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Senator Moopy. That is — This is a Nation-wide problem, a 
problem created by a national policy, the policy of not being weak in 
the face of the Russian threat. A 

Mr. Foranp. The same circumstance applies to the jewelry busi- 
ness in my home State of Rhode Island. 

Senator Moopy. It certainly does. In the State of Rhode Island, 
as the chairman knows better than I, the Government has gone in and 
taken metal away from your jewelry industry; and, yet, there are 
productive skills in the State of Rhode Island which are necessary 
and desirable—not only desirable but essential—as a part of the in- 
dustrial-military strength of our Nation. 

Mr. Foranp. That was proven because our jewelry workers worked 
on Government contracts to help defense in the last war, and they are 
ready and willing to do it now. 

Senator Moopy. That is precisely my case. 

My point was this: You cannot stop making automobiles one mo- 
ment and start making guns in the same space the next moment, and 
you cannot stop making jewelry one moment and start making some- 
thing else the next moment. There is a period of conversion. When 
that period of conversion is over, Mr. Chairman, what happens if 
the men who are needed to do the production work have been 
scattered all over the country? The floaters, speaking of our State, 
seatter quickly. 

This point was made: There is a large turn-over of men who come 
in when there are many jobs available and who leave the State and 
go to Los Angeles or somewhere else when the jobs in Michigan fail. 
But the fact remains the great majority of Michigan workers are peo- 
ple who have kids in school, who have bought their homes, and who 
cannot pull up their stakes and go away. No Member of Congress 
should expect that. No one who opposes this bill would be expected 
to be told that they could not work and that they would have to pull 
up their stakes and go to Los Angeles. 

The Government is not paying the expense of moving these fami- 
lies. In addition to that, it would be a very serious thing for the 
country, in my judgment, if prolonged mass unemployment, with in- 
adequate or expired unemployment-compensation payments, should 
force people to do that because then at the time when your parallel 
plants, so-called, in the mobilization program become ready to pro- 
duce, when the conversions have been made and we are ready to roll, 
where would your skilled workers be? They would be gone and 
there would be no one to do the work. 

That is the reason why I say after all we have been able to do to 
revent civilian cut-backs, and after we have done everything we can 
vy the task force and otherwise to get work into these areas that have 

the capacity to produce, then we find, on top of that, that there are 
many thousands of people unemployed, and I think we ought to find 
a formula under which the State system of unemployment compensa- 
tion should not be basically altered, but that the Federal Government 
should share its proper responsibility in the situation. 

Mr. Chairman, I would like to point out to you I am on the Bankin 
and Currency Committee of the Senate, which fortunately called o 
a meeting this morning. 

Mr. Foranp. That was very fine of them. Was that because they 
realize the seriousness of this hearing? 
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Senator Moopy. I wish that I could say that they canceled it be- 
cause of that, but we are now engaged in writing the NPA bill. In 
this bill, Mr. Chairman, it is written as a policy of Congress—and I 
think if you will read the bill carefully there will be no disagreement 
with this—that no segment of the economy, no individual, should be 
asked to suffer inequitably because of the policies of the Government. 

For example, it would be illegal under the law for the Office of 
Price Stabilization to set a price ceiling which did not take care of 
the increase in the cost of manufacture. It would be illegal under 
this law for the Office of Price Stabilization to set a price ceiling which 
did not include the historic percentage mark-up of the dealer and the 
wholesaler. 

There are details in this. The word “hereafter” is an important 
word in that amendment, but the purpose of this was to protect in- 
equitable action. Having that purpose in mind, some of us thought 
some of those things went too far in that direction, but there was no 
hesitancy on the part of the opponents of this bill to provide ample 

rotection for others of the economy. The tax laws which by law must 
be initiated in this committee have carry-back and carry-forward 
provisions. There are all sorts of provisions to protect various people 
in the economy. 

Just a few days ago a spokesman for a large New York bank ap- 
peared before the Banking and Currency Committee, and he asked 
the committee to provide in the law having to do with mortgages that 
any lending institution that put money into a new defense project in 
any area have the right to discount that 100 percent with the FHA, 
and he made this argument before the committee : He said, paraphras- 
ing: “We put out our money because a defense plant has been put out 
there. It is necessary to get living quarters for these workers at that 
plant, but if the Government should take the orders away from that 
plant, or if the plant should cease operations and the workers move 
away, we might lose our money.” 

Now, again paraphrasing : “This was developed by the Government, 
and we are investing our money and taking the risk out there, but 
we feel that the ultimate risk should be taken by the Government.” 

I said, “What you are saying is it is a national policy which requires 
the building of that plant. You are risking your money because of 
this national policy; and, therefore, vou feel that the ultimate risk 
should be assumed by the Government.” 

He said, “That is right.” 

Mr. Foranp. That would be reinsurance. 

Senator Moopy. That would surely be reinsurance; would it not? 

Now, Mr. Chairman, here is a great financial institution which is 
in effect saving that when the Government takes action in a mobiliza- 
tion period to do certain things, the Government should take the risk. 
That is the principle which all these amendments try to follow—pro- 
tection to manufacturers, wholesalers, and retailers and others. 

We have tax laws that try to reach the same end, the purpose being 
to have no one suffer because of the mobilization policy of the Gov- 
ernment, and vet here is a Government policy that goes directly into a 
plant, be it a jewelry plant or an automobile plant, and says, you can- 
not have the plant if you cannot work. 

There have been those who have said that it would be socialistic to 
recognize the Government’s responsibility for that part of the cost of 
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the defense program. Now, I just do not get it. I would agree if this 
were a bill which would be permanently in effect. Then I would say 
there would be very strong grounds for opposing the bill, but this is a 
measure which is designed to take care primarily of the people who 
have been disemployed by direct action of the Government, or whose 
employment has been lost indirectly by the necessity of this mobiliza- 
tion program. 

For example, if 1,000 men are laid off because they cannot get alu- 
minum to make jewelry, or copper to make automobiles, and across 
the street a grocer’s clerk is laid off because of the fall-off in the grocery 
business, I think the grocery clerk is disemployed by Government 
action also. 

As a matter of fact, Mr. Chairman, over the country employment 
is at a very high level, as this committee well knows. Sixty-one million 
people are working, which a few years ago would have been considered 
fantastically fine prosperity. I think, therefore, it is a pretty good 
assumption for us here in Congress that had it not been for the need 
to restrict materials there would be pretty nearly full employment all 
over the country. There would not be these vast pools of unemploy- 
ment in the country and therefore I just do not think it is fair to say 
that after we have done all we can to create work—and I agree wit 
the Congressman from Illinois that should be our first approach—and 
there are still unemployed people who have been made unemployed 
directly or indirectly by action of the Government—that it is utterly 
inequitable not to do something about it here in Congress. 

I would like to make one comment on the bill up in Lansing: There 
was a bill introduced in Lansing by a gentleman from Detroit, State 
Representative Kowalski, for increases in the amounts of payments 
made by the State. There was this bill introduced in Washington, 
and some of the sharp pencil boys got together and figured out if the 
Kowalski bill were passed in toto by the legislature—and there was 
not much of a chance of that happening—and if this bill were passed 
by the Congress—and I hope there is a chance of that happening—and 
if they just shut their eyes to the section of the bill which yuts definite 
limitations on the amount that you can get from both Federal and 
State Governments, then you would come out with a $84 a week unem- 
ployment compensation payment. And the attack was made on this 
bill that people were getting more for not working than they were for 
working. Anyone who would introduce a bill giving people more for 
not working than they get for working ought to have his head exam- 
ined, and I am glad to see that the Congressman from Illinois is smil- 
ing because we certainly on that point. 

That is not possible under this bill, Mr. Chairman. It has definite 
limitations in it that were put there purposely. For example, there is 
not a more sincere, or a more effective advocate of Government econ- 
omy and saving than the Senator from Illinois, Senator Douglas of 
your State. Senator Douglas is a cosponsor of this bill. He has 
worked with me in the drafting of it. We put these limitations in there 
because we did not want anyone to think that was what we were doing. 
They had to be in there or there would have been danger of some un- 
usual case building up a pyramid. That is not possible under this bill 
if you read it carefully. If you do you will see that it is not possible. 

As for the action of the legislature, that action was not taken until 
after the spur of S. 2504 and the House bill were introduced here in 
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Washington. As I understand it, Mr. Chairman, that bill in Lansing, 

which will do nothing whatever for the unemployed workers in the 

State of Rhode Island, has nothing whatsoever to do with the amounts 
aid. That is merely an extension of time from 20 to 26 weeks. 

Let me tell you what happens in the State of Michigan. This is 
very important, and it may well get the interest of my good friend 
from the Bay City, because he knows well what the relief law is in 
the State of Michigan. Here we have a situation, Mr. Chairman, 
where because of Government action and the long lead time that it 
takes to build up military plants, you are going to have unemployment 
lasting for months in some areas, including Rhode Island. 

Now, in the State of Michigan, after 20 weeks, the man gets noth- 
ing. The legislature’s theory is that he goes to direct relief. As I 
understand the State law on relief, and I am not a student of it—but 
I have been studying an analysis in the Detroit Free Press, which is 
a very reputable newspaper in our community—in order to be eligible 
for direct relief a man must have no tangible assets, in effect, so if 
he has a home, a car, a television set, or anything else, he has to sell 
them before he is eligible for relief. 

Now, Mr. Chairman, what do you think about the relative equity 
involved in a situation where Congress takes great care—— 

Mr. Mason. May I interrupt ? 

Senator Moopy. May I complete my thought? 

In the case of an unemployed worker taken out of his job by Gov- 
ernment action, for 20 weeks he gets unemployment compensation 
and then he goes off relief and he wants to support his family and not 
move out of the community and tear down this industrial arsenal. He 
will have to sell everything he has earned in all his life in order to 
get a few pennies to keep his family. I do not think that is the sort 
of thing that protects our free enterprise system. We should not 
make a man liquidate everything that he has because of some action 
by the Government. : 

Mr. Foranp. The action of the Federal Government would require 
that ultimately one become a pauper before he gets help. 

Senator Moony. That is precisely it. 

Mr. Mason. I served in the Illinois Senate at one time, and I op- 
posed the old-age assistance bill, which requires in Illinois that if 
you own a home you must sign that over to the State, and when you 
die it goes to the State to repay the State. I said that that was a 
poy on savings and I cast the one vote in the senate against that 
thing. 

Senator Moopy. If I may say so, sir, in my judgment you were the 
only right voter in the senate in that connection. 

Mr. Mason. Now, this situation in Michigan, of course, is a Michi- 
gan problem. 

Senator Moopy. As our chairman will tell you, it is a Rhode Island 
problem, also. 

Mr. Mason. And that is a Rhode Island problem, in my estimation. 

Mr. Foranp. You must admit. Mr. Mason, it may be a local prob- 
lem, but it is caused by the United States Government. 

Senator Moopy. That is the point. 

Mr. Mason. Here is the crux of the whole matter, Senator, as I see 
it. Michigan has to its credit $330,000,000 in its unemployment fund. 

Senator Moopy. Approximately. 
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Mr. Mason. Because of the activity of the Michigan Senator and 
others, their unemployment through two constructive actions has been 
cut in half, we will say. 

Senator Moopy. No, no, sir. I just wish that I could say that were 
true. 

Mr. Mason. The figures speak for themselves, and the figures were 
75,000 last week were paid unemployment compensation in the State 
of Michigan. 

Senator Moopy. Mr. Mason, there are a great many in the State of 
Michigan that have exhausted their rights to unemployment compen- 
sation already, and the numbers who are joining in drawing unem- 
ployment compensation are not necessarily in complete line with the 
total unemployed. 

Mr. Mason. We will say that we do not know how much the relief 
has been because of these two constructive activities, but the problem 
is this: If Michigan has $330,000,000 im its fund to its credit, then this 
bill provides that the United States Government, out of the United 
States Treasury, which is $260 billion in the red, shall dip in there 
and then shall help Michigan solve its own problem when she has 
funds which the Federal Government does not have. 

Senator Moopy. Mr. Mason, I certainly grant you that the Federal 
Government should not assume any responsibilities that do not belong 
to the Federal Government, but I say to you that the State of Michigan 
is not the only State that is a beneficiary of our defense program. 
Nothing that the Michigan Legislature has done, or the Governor, or 
the people themselves, has set up the policy, which I think is the cor- 
rect ne sea of building our strength to prevent an atomic war, and 
this particular unemployment, Mr. Mason, is a direct result of a Fed- 
eral policy to build our strength. So you might just as well say that 
because General Motors Corp. and the Ford Motor Co., or General 
Electric, or any other great company around the country has plenty 
of inoney in its treasury and has made a big profit in the last year, why 
should the Federal Government pay to put the machinery in the plants 
to make machine guns? 

You know very well that when a plant is put up as a Federal matter 
very often in the first contract the Government allows a price high 
enough to cover the entire machine-tool cost, and nobody says, “Well, 
look, this company has plenty of money to buy it, so we should just take 
it away from them.” 

What you are saying is that the State of Michigan, through its 
legislature, having built up a substantial reserve in its fund, should 
finance a Federal policy out of the unemployment-compensation fund 
of the State of Michigan. I will grant you that there is a partial 
responsibility on the State on its present level, and I think the level 
should be increased, but I do not see how we can escape the fact that 
this situation now in Rhode Island, Pennsylvania, Michigan, and a 
great many other States has been created by the Federal Government. 
Why should we say that the unemployment-compensation fund in 
Michigan should pay part of the cost of the defense effort? Why 
should it not come partly from the unemployment-compensation fund 
in Illinois? Tllinois will be just as hard hit by an atomic bomb as the 
people of Michigan if we have war. 
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Mr. Mason. Senator, the policy of the Federal Government over the 

ast twenty-odd years, the general policy, has brought about a $260 
billion deficit in this ‘Treasury. 

Senator Moopy. Will you just yield for a moment on that? We had 
a war, and the dent was created by the fact that we did not find it 

yossible, or the Congress did not find it advisable—— 

Mr. Mason. One-half of the debt is the result of a give-away policy, 
giving others and not helping ourselves. 

Senator Moopy. While we do not have to enter upon that, this 
morning I am supporting a bill to help ourselves, and I hope you will 
support it, and as far as the give-away program is concerned, that 
gets into the question of whether we can live alone in the world that 
we are in. 

Mr. Mason. I realize that. 

Senator Moony. If you are in favor of the United States being fair 
to its own people, you can certainly be that way by supporting this 
bill in the House of Representatives, in my judgment. 

Mr. Mason. Out of a Treasury that is busted ¢ 

Senator Moopy. The Treasury is busted? I think it is very for- 
tunate for our country that we have these great corporations, but you 
would not say, would you, that because they have some money in their 
treasuries, as you said the Michigan unemployment compensation 
fund has money in it, that you would make a capital levy against the 
General Electric Co. ! 

Mr. Mason. No. 

Senator Moopy. That is a part of the cost of the war effort. 

Mr. Mason. I do not consider it that, sir. 

Senator Moopy. We agree about a lot of things. I am sorry that 
we do no agree about that. 

Mr. Foranp. While much has been said about Michigan, this bill 
applies Nation-wide and is not intended for one particular State. 

Senator Moopy. That certainly is right, sir. 

Mr. Foranp. And in the great amount of discussion that we have 
heard we have possibly lost sight of that fact. While Michigan was 
used as an example, the unemployment fund of the State of Michigan 
is not the only fund concerned, but there will be those of other States 
where we have these unemployment areas. 

Senator Moony. That is right. 

Mr. Mason. The representative from the State of Illinois has not 
lost sight of the fact that it is a national problem and that all States, 
including Illinois, are affected by it. 

Mr. Foranp. Correct. Does that conclude your statement ? 

Senator Moopy. I would like particularly to put into the record a 
letter that I wrote to the President of the United States and the reply 
that he gave to me in which he endorsed the principles of this bill. TI 
might say that this is not an administration bill. As I said in the 
opening of my testimony, it was presented by 15 Members of the 
Senate, and the actual drafting was done by the legislative counsel and 
some Members of the Senate sitting around together. Nevertheless, 
we are very glad to have, of course, the endorsement of the principles 
of the bill by the President and the Department of Labor. and I 
believe the Federal Security Agency. 

I hope that the committee will give it serious consideration. 
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Mr. Foranp. Without objection that material will be inserted in 
(fe record at this — 
erred to is as follows :) 


(The matter re 


Fesrvuary 5, 1952. 
The PRESIDENT, 
The White House, Washington, D. C. 

My Dear Mr. Presripent: As you know, the national need for increasing our 
military strength, as an indispensable factor in averting general war, has resulted 
in a severe cut-back in the amount of metal that can be used by industry for 
civilian production. 

l’erhaps the hardest hit of all communities by this situation is industrial 
Michigan ; therefore, I have devoted my efforts to a solution. But there are other 
communities in the same unfortunate position—a condition of substantial unem- 
ployment at a time when the Nation generally is producing at a high rate and 
more thun 61,000,000 people are employed in our Nation. 

With Governor Williams, | have called this situation to the special uttention 
of Mobilizer Wilson and Administrator Fleischmann, and together they have 
given us vigorous cooperation. 

The ceiling on the number of automobiles to be produced in the second quarter 
of 1952 has been lifted from 800,000 to 930,000 cars, and I am urging additional 
metal allocations to achieve at least that fizure or exceed it. A new manpower 
directive, No. 4, has established the policy of placing defense contracts in sur- 
vius labor areas on a negotiated basis. A special task force has been set up to 
channel defense work into Detroit and other areas where there is a dispropor- 
tionnte amount of defense unemployment. And other actions are being taken, 
all to create more jobs where they are most needed and to use our productive 
facilities to the maximum degree. 

However, in a period of semimobilization such as this, certain dislocations in 
the industrial structure are inevitable. Despite the best we can do, there will 
ie substantial unemployment in some areas for some months to come. Particu- 
‘arly at present prices, the State systems of unemployment compensation are 
entirely inadequate. The national average payment is $21 a week. In these 
days, noe one ready and able to work, now deprived of his job because of national 
need, should be forced to eke out an existence for his family on $21 a week, as 
Iam sure you will agree. 

1 have, (hereftore, troduced in the Senate, in company with 14 other Senators, 
and Representative Dingell has introduced in the House, a bill known as S. 2504, 
which would provide a temporary Federal augmentation of State payments during 
the emergency period. 

This measure in no wise attempts to change or review the unemployment- 
compensation system on a permanent basis. It is an emergency measure, designed 
to prevent injustice and avert suffering during the mobilization period. 

I am enclosing a copy of S. 2504. I wouid appreciate your reading it, making 
any suggestions you may have to perfect it (it has already been through nine 
drafts), and letting me have your opinion regarding it. 

Should you be able to lend this measure your support, I believe you would be 
acting to provide equity for families heavily hit by the conversion, and to assist 
in the stabilization of the entire economy. 

With best wishes, 

Respectfully yours, 
Biatr Moopy, United States Senator. 


Tue Wuire Hovse, 
Washington, February 18, 1952. 
Hon, BLarrR Moopy, 
United States Senate. 

My Dear Briar: I have your letter concerning S. 2504, the bill providing sup- 
plementary Federal benefits to raise unemployment-compensation benefits in those 
States having areas with substantial amounts of unemployment. 

I have looked over the bill with a great deal of interest, and have talked with 
the Secretary of Labor about it, although | have not been able to study it in 
enough detail to express views on all its snecific provisions, But, generally 
speaking, it seems to me that you are on the right track. 

We are facing a paradoxical situation right now. Across the country gener- 
ally production is booming and employment is very high. Yet in some indus- 
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tries, affecting particular localities more than others, unemployment has been 
increasing sharply. The national mobilization effort is undoubtedly a factor in 
both situations. 

The defense program has not been the only factor leading to fewer jobs in some 
localities, but it certainly has contributed to that result. There is no more 
dramatic illustration than the situation out in Michigan today. You are quite 
right to be worried about it. We are all worried about it. Naturally, our main 
effort has to be to find useful and productive jobs for all the unemployed who 
need and want work. But I agree that the Federal Government shou!d help 
make sure that the people who are losing jobs right now are not penalized by 
the inadequacy of State unemployment benefits. 

S. 2504 proposes to correct that inadequacy, on an emergency basis, by using 
Federal funds to supplement State unemployment benefits. This approach seems 
reasonable to me, as a short-run solution, until the States can act to increase the 
benefits paid out of their own insurance trust funds. Most State benefits are 
plainly inadequate. They should be raised—emergency or no emergency. But 
I am afraid there is no practicable way to raise them quickly to meet the present 
situation except through the device of Federal supplementation. We have had 
plenty of experience to demonstrate that the States themselves simply cannot or 
will not act fast enough. 

Of course, this kind of stopgap, emergency action, is not a substitute—and I 
am sure you do not regard it as a substitute—for the general basic improvements 
in unemp'oyment insurance which I have been urging on the Congress for several 
years. If those improvements had been in effect today, there would be far less 
need for emergency Federal action. In the long run, the present State systems 
of unemployment insurance will have to be substantially improved and expanded 
to give us an up-to-date, effective program. And, in the long run, the primary 
responsibility of the Federal Government should be to make sure this gets done. 

I hope these comments will be helpful to you. I believe very strongly that this 
Government has a positive obligation to combat unemployment everywhere and 
all the time. And we have a duty to give our workers and their families a «!ecent 
measure of protection against the loss of earnings that unemployment brings. 

Sincerely yours, 
Harry S. Truman. 


Senator Moopy. Mr. Mason, what we were doing in preventing a cut- 
back to 800,000 cars was to prevent a catastrophe, but we still ended up 
where we were. We were able to increase the car production some- 
what, and we were also able to get some more jobs from the task force. 
I wish that you could agree that this problem is not settled. It is not 
solved, and we hope that this committee will help us to solve it. 

Mr. Foranp. We can assure you of that and we thank you very much 
for your contribution. The State of Michigan should be proud of 
you and other representatives from Michigan because you are doing 
a fine job. 

The next witness is Mr. Lesinski. 


STATEMENT OF HON. JOHN LESINSKI, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Lesinsxr. My name is John Lesinski, Member of the House of 
Representatives from the Sixteenth Congresssional District ef Mich- 
igan. My interest in S. 2504 and the House companion bills intro- 
duced by Congressman John D. Dingell and other Members from the 
Detroit area, including myself, is to try to correct a situation that has 
come about by the defense program and dislocations. 

I am not going to go into details of the bill for Senator Moody, who 
has pe me, has so ably stated the merits of the proposed 
legislation. 

Due to action previously taken the trained worker and facilities of 
Detroit and other locations throughout the country have unwittingly 
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been left idle. Keeping of a pool of trained personnel is —y import- 
ant in any area or organization. Actions of the past have dislocated 
families and have made many hardships upon individuals that have 
been hit by a he people of Detroit, I know, are more 
interested in employment than unemployment compensation. 

What I am interested in is some way to alleviate the condition that 
does now exist. Whether the committee decides to follow the pro- 
posed bill or take any other action it deems wise to help these persons 
who are victims of circumstances beyond their control, it should be 
done expeditiously. 

Whatever the committee decides I am sure you will give your whole- 
hearted cooperation to some plan to help the unemployed in the Detroit 
area and other communities in conjunction with the defense program. 

I certainly appreciate this opportunity to appear before this com- 
mittee and anything you do to expedite such legislation will be greatly 
appreciated. 

fr. Foranp. Thank you, Mr. Lesinski. The next witness is Con- 
gressman Rabaut. 


STATEMENT OF HON. LOUIS C. RABAUT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Razavur. Mr. Chairman, I have introduced H. R. 6226, which is 
now before you, and I urge that the committee grant it favorable con- 
sideration. It provides supplementary unemployment compensation 
benefits in certain cases to workers unemployed during the national 
emergency and is similar to the bills introduced by my colleagues from 
Michigan, Congressman John Dingell and Thaddeus Machrowicz, and 


also to the bill S. 2504, introduced in the Senate by Senator Moody. 

It seems paradoxical that with employment running at such high 
levels over the Nation as a whole, there should still be areas spotted 
across the country where substantial numbers of working pecple can- 
not find work. Nevertheless, such is the fact, and I do not believe I 
need to labor that point with this committee. Activities on other levels 
of government indicate the serious dimensions of the problem. I refer 
specifically to the action of former Defense Mobilizer Charles E. Wil- 
son in issuing manpower policy 4, which is an attempt, through a re- 
vision of procurement policies, to place Government contracts in areas 
of current or imminent labor surplus. Attempts have been made to 
minimize the alarming purpertnens of this unemployment, and to write 
it off as something shghtly more than normal or seasonal variations. 
But you just cannot laugh off the number of people who, in Michigan, 
for example, are besieging the State unemployment commission offices ; 
you just cannot ignore the 11,000 workers laid off at the Briggs plant in 
my district or the 4,000 out of 12,000 laid off at the Plymouth Motor 
Corp. If an idleness of 3344 percent—the average at these and other 
plants is normal, then I defy anyone to give me a sensible definition of 
an abnormal situation. I believe this is clearly a serious emergency 
problem and deserving of your consideration along the lines in the 
proposed legislation before you. 

Unemployment compensation rates in many of our States have 
lagged sadly behind the rise in the cost of living for many years. In 
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the reports of the Labor Department and the Federal Security Agency 
on these pending bills there are reviews of the need for a change in 
these rates and proposals to that end. While I appreciate the serious- 
ness of that problem and would like to see it given careful study, I 
think we should be reminded that the purpose of the Moody-Dingell 
bill is the narrow one of alleviating the hardship caused by the eco- 
nomic dislocations of the defense effort. 

When I introduced my bill I had in mind the worker who had been 
thrown out of his job by a combination of forces, many of which the 
Federal Government had put into play. It was my feeling that since 
the plight of the individual could be traced, in many cases, directly to 
the actions necessarily taken by the Federal Government, it should 
step into the breach and attempt a reasonable alleviation of the re- 
sultant hardships. One way to do that is to supplement the unem- 
ployment compensation to which the worker is entitled under the laws 
of his State, so that these payments come reasonably close to accom- 
plishing their purpose of tiding the worker over a period of unem- 
yloyment and providing his family with the necessities of life until 
ee can return to his job. 

There is nothing more than that to this bill. In our desire to quicken 
the pace of productive activity we cannot afford to forget the dictates 
of simple justice. Aside from this compelling moral reason, there is 
the practical necessity of conserving intact the pools of productive 
manpower which have gathered in areas such as Detroit. Dissipate 
this great industrial resource, drive these men and their families away 
from their familiar jobs where they perform a real service to the Na- 
tion and you simultaneously deal a severe blow to the mobilization 
effort. 


Mr. Foranpv. Thank you, Mr. Rabaut. The next witness is Mr. 
Hays. 


STATEMENT OF HON. WAYNE L. HAYS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Hays. On January 20, 1952, I introduced H. R. 6322, the De- 
fense Unemployment Compensation Act of 1952, 1 of 17 bills before 
you to provide supplementary unemployment compensation benefits 
in certain cases to workers unemployed during the national emer- 
gency, and for other purposes. 

Unemployment compensation is properly the concern of the States, 
and the right and the duty of the States to deal with the matter are 
recognized in the provisions of this bill. However, just as the mo- 
bilization of our resources for defense is a national responsibility, 
so is it a national responsibility to alleviate the effect on working men 
and women of dislocations in the economy resulting from the defense 
program. 

Materials shortages and cut-backs in civilian production have caused 
acute distress in my own congressional district in Ohio, particularly 
in Belmont and Jefferson Counties. Because it has been included 
in the Wheeling, W. Va., Steubenville, Ohio, area for this purpose, 
this bicounty area is classified as group ITI, an area of moderate labor 
surplus. Only areas classified as group IV, an area of substantial 


97697—52 6 





72 UNEMPLOYMENT INSURANCE 


labor surplus, are certified to the Surplus Manpower Committee for 
consideration in the negotiation of defense contracts pursuant to 
Defense Manpower Policy No. 4. 

However, local unemployment in these counties runs as high as 12 
percent. Under the Ohio law an unemployed worker may receive a 
maximum of $28 a week unemployment compensation, with an addi- 
tional $2.50 a week for each dependent up to two, for a maximum of 
26 weeks. Other States are less generous. Thirty-three dollars is 
little enough, while it lasts, for a family to live on, and workers are 
rapidly suhnecting their benefits. 

“his is a human as well as an economic problem and must be faced 
in human as well as economic terms. We cannot ask these workers 
to uproot themselves and their families. They are not seeking a 
“hand-out,” and I am certain that the vast majority of them would 
gladly accept gainful employment in preference to unemployment 
compensation. The benefits of the Defense Unemployment Compen- 
sation Act of 1952 would deal with one aspect of the defense pro- 
gram, just as tax amortization and other benefits provided for indus- 
try deal with another. 

All elements in the communities in my district hit by unemploy- 
ment are working for increased industrial activity, particu arly 
through greater participation in the defense effort, which would elim- 
inate this distress and restore conditions of prosperity to the area, and 
I am rendering them every cooperation. I understand that unem- 
ployment has in fact subsided considerably in other parts of the coun- 
try. It continues to be a serious problem in my district. In any 
event, I believe that this law should be on the statute books to meet 
these conditions as they exist or may arise throughout the country. 


I strongly urge your favorable action on this legislation. 
Mr. Foranp. Thank you, Mr. Hays. The next witness is Mr. Celler. 


STATEMENT OF HON. EMANUEL CELLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Cetter. The national emergency which has put into operation 
the vast requirements of our defense program is one which has merited 
our first attention, and all efforts to insure the success of this program 
should continue to be of prime significance. In the process, however, 
we must be supremely careful not to permit ourselves the luxury of 
overlooking the condition of our workers who are the mainstay of this 
program and without whose best efforts we can accomplish nothing. 

There has emerged during the period since the Korean war a prob- 
lem concerning those workers who live in areas which have not been 
activized in the defense program. These workers have now become 
unemployed ; their numbers have increased, and so have the areas and 
industries thus affected. This is a expe which we must face on 
as many levels as possible. Part of this problem might be solved by a 
more equitable distribution policy in our procurement agencies, and 
part by the dynamics of our defense needs which might cause some 
changes to occur in the present picture. 

The fact remains, however, that in all areas in the country, north, 
south, east, and west, the centers of unemployment are increasing and 
the prospect of ghost towns, disruption of homes, and a serious dislo- 
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cation in our civilian economy looms, if we do not recognize the prob- 
lem and offer supplementary aid to offset the tragedy which might thus 
occur. 

Detroit has been spoken of as a critical area of major proportions, 
and I know of the conditions existing in the clothing and textile indus- 
tries in New York, New Jersey, Connecticut, and Pennsylvania, from 
personal contact. In the clothing industry in New York City, for 
example, the payrolls were 40 percent lower for the last quarter of 
1951 than they had been for the last quarter of 1950, and similar figures 
exist in many of the other areas mentioned. The men and women 
affected are ready and able to work to carry on their responsibilities, 
and they have an understanding of the exigencies the needs of their 
country might bring. This does not change the fact, however, that the 
crippling unemployment they face leaves them defenseless after they 
have exhausted the unemployment insurance they have already col- 
lected. Yet these are the very people whose best efforts we need in the 
event of greater calls on our defense effort. 

I believe that H. R. 6430 and H. R. 6170 which would provide 
supplementary unemployment compensation benefits in certain cases 
to workers unemployed during the national emergency, would relieve 
the problem and help safeguard our civilian economy. 

Mr. Foranp. Thank you, Mr. Celler. We will now hear Mr. 
Withrow. 


STATEMENT OF HON. GARDNER R. WITHROW, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Wrrnrow. Mr. Chairman, I welcome this opportunity to ap- 
pear before your subcommittee, which has under consideration Con- 
gressman Dingell’s bill, H. R. 6174, which can very properly be called 
the Defense Unemployment Compensation Act of 1952. 

I introduced an identical bill, H. R. 6339. I introduced this bill 
because it was my desire to show to the committee and the Congress 
not only the necessity for, but the interest which the people of this 
country have in the present chaotic unemployment which is not pin- 

inted alone in the automobile industry but has become very acute 
in other cities—such as La Crosse, Wis., in my home district. 

The present problem of unemployment has been caused by the 
Government’s decision to make severe cut-backs in materials necessary 
to the manufacture of motor vehicles. The State of Michigan is the 
State most severely affected by the unemployment created by these 
cut-backs in materials. However, cities like La Crosse and Madison, 
Wis., which play an important part in the manufacture of parts and 
accessories used in the production of motor vehicles, have also had 
a distinct and severe falling off inemployment. These situations have 
not been brought about by the industries involved. The situations 
have been created by the Federal Government cutting down on essen- 
tial materials to the industries; therefore, the responsibility for the 
situation rests with the Federal Government. I believe that respon- 
sibility should be recognized and something should be done about it. 

The measure under consideration at this time by your subcommittee 
recognizes this responsibility and deals with it in an effective manner. 
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We are all aware of the necessity of successfully and quickly com- 
pleting the gigantic rearmament program. However, there are nu- 
merous phases in the mechanics and procedures of that program which 
do not make for a constructive approach to the objective. For in- 
stance: In my home city of La Crosse, Wis., during the last war, the 
Northern Engraving Co. of La Crosse, Wis., had a contract in their 
home seye at Fourth and Vine Streets to produce 20-millimeter shell 
vases for the Navy. They employed between 400 and 460 people at 
this type of work during the years 1942 to 1945. During this period 
of time, the total employment in the plant averaged around 1,000 
employees. The employees working on shells turned out approxi- 
mately 167,000,000 hell cases during the above-mentioned period. 
During 1944 and 1945, the production was approximately 250,000 
shell cases per day, with 460 employees on the job. Proof that a good 
job was done for the Navy is borne out by the fact that the company 
was given the Navy “E” award. 

Since 1945, the plant has been enlarged and consequently has more 
space available than they had during the time when they were pro- 
ducing shell cases in the last war. In addition to this, they have a 
present employment of only 631 employees. In consideration of the 
fact that 1,256 were employed during the year of 1950, it can easily 
be seen that there is at the present time room for more than 600 laid- 
off employees to be called back to work in the plant. 

I feel that it is only reasonable that the Government should insist 
that the Northern Engraving Co. accept Government contracts in 
their home plant where they have the necessary space, employees, and 
experience. But in spite of these factors, the company has seen fit to 
construct a new plant in Winona, Minn., only 25 miles from La Crosse, 
for the purpose of carrying on production of shell cases for the Navy. 
In addition, I am reliably informed that they will not even agree to 
employ the laid-off people from La Crosse in the Winona plant. It is 
unreasonable and inflationary to build new plants during a time of 
material shortages and it is unreasonable and inflationary to waste 
space, machinery, and experience during a time of national emergency. 

It just does not make sense to the unemployed worker and his family 
to be advised that they should leave their community, leave a modern 
factory, which is already built, fully equipped, and ready either for 
defense or essential civilian production and to start over somewhere 
else if and when he finds employment. 

To the unemployed worker, fully aware of the need for productive 
strength in this emergency, it seems criminal nonsense and an offense 
against national security to break up a productive complex of skilled, 
willing, and patriotic workers of efficient plant and machinery “know- 
how”—particularly when each day the press and radio report our 
production shortcomings in military and civilian goods. This situa- 
tion is further made bitter when a review is made of the consideration 
accorded other segments of the economy and individuals. 

Your committee has a splendid opportunity to keep these abuses in 
contract negotiations to a minimum, and in doing that you would be 
doing an invaluable service to your country and to the defense effort. 
The passage of H. R. 6174 would be the recognition of a constructive 
and sound governmental policy. 

Mr. Foranp. Thank you, Mr. Withrow. We will now hear Mr. 


Green of Pennsylvania. 
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STATEMENT OF HON. WILLIAM GREEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Green. As sponsor of H. R. 6847, companion bill to H. R. 6174, 
I want to support the testimony of other members and witnesses urg- 
ing your committee’s favorable consideration and action upon these 
bills at the earliest possible date. 

Pockets of severe and stubborn unemployment persist in a great 
many parts and in many industries in our Nation. While opponents 
of this legislation—who in nearly every case are opponents of any and 
all proposals to extend and improve social security protection from 
ss and their familics—oliele a fine-spun theoretical argument 
that this unemployment should be met by providing full employment 
in essential civilian and defense production, the fact has been, is, and 
is likely to be, that the two types of production just will not be meshed, 
Throughout the defense emergency we will continue to have unem- 
ployment resulting irom ciut-backs and allocations of materials needed 
for defense, and at some time in the future, unemployment resulting 
from the filling of the military pipelines and reconversion to civilian 
production, and later changes aah and forth as defense and civilian 
requirements change. 

Il am wholeheartedly in support of the moral commitment to full 
employment contained in the Full Employment Act of 1946. I favor 
implementing it much more effectively than has been done since its 
enactment. But I do not believe that the unemployed worker and his 
wife and children can be fed, clothed, and housed by theories as to 
what should be done, but is not done, to provide continuous full em- 
ployment in fact, as provided in an act that to date has been honored 
by Congress more in the breach than in observance. 

As has been emphasized in other testimony before your committee, 
there has been much talk of “equality of sacrifice” during the defense 
emergency that is likely to continue for many years. 

Emergency legislation has gone to great length to protect manu- 
facturers, wholesalers, retailers, farmers, and investors against loss 
and hardship during the defense emergency. But workers thrown 
into unemployment because of Federal policies in defense mobilization 
or continued long-term unemployment because the Federal Govern- 
ment, preoccupied with defense mobilization, does not live up to its 
moral commitment under the Full Employment Act of 1946, are the 
victims of gross equality of sacrifice, as has been demonstrated in other 
testimony before this committee, notably that of UAW-CIO secretary- 
treasurer, Emil Mazey, comparing unemployment insurance benefits 
with wages in 1939 and 1952 and with BLS budgets (see his tables 
Iand II). 

Unemployment benefits are inadequate in every State. The gross 
inadequacy of these unemployment insurance benefits demonstrates 
the fact that unemployment during a period of rising emg rents, 
and general inflation is worse in its impact on the unemployed worker 
and his dependents than in a period of general depression when prices 
tend to fall. 

Enactment of H. R. 6847 is not only an act of equity and justice 
to the workers unemployed because of Federal policies and actions, it 
is also wise and expedient as a means of strengthening the local and 
national market for consumer goods, thereby strengthening manu- 
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facturers, wholesalers, retailers, and service trades, business, and 
professions in local communities throughout the Nation. 

The bill is carefully drawn so as to avoid raising the issue of States’ 
rights. The bill does not change the present Federal State system 
in any respect. Under the bill, nothing happens in any State unless 
and until the elected Governor of that State finds and certifies to the 
United States Secretary of Labor that substantial unemployment 
exists within the Governor’s State. In that event, the Secretary of 
Labor authorizes supplemental payments by 50 percent in the case of 
primary benefits to unemployed workers and dollar-for-dollar for 
dependents who now receive shockingly inadequate amounts under 
some State laws and nothing under others. 

It is true that the bill would provide an incentive to States to pro- 
vide larger benefits and to improve the benefit structure of their unem- 
ployment insurance laws as to weekly amount for the unemployed 
worker and his dependents and as to duration. This encouragement is 
all to the good. Figures on exhaustion of benefits which have been 
presented to your committee show how stubborn and serious unemploy- 
ment is in many localities in the Nation and how grave and immediate 
is the need for Federal supplementation such as would be provided 
by H. R. 6847 and companion bills. 

I urge your early and favorable consideration, report, and recom- 
mendation. It is to be hoped that the Congress will act favorably 
and conclusively on this legislation before adjourning to report to 
the American people and to stand for reelection. 

Mr. Foranp. Thank you, Mr. Green. Congressman Mills has been 
very patient. We will be glad to hear from our own colleague. 


STATEMENT OF HON. WILBUR D. MILLIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Mitts. }"r. Chairman, my name is Wilbur D. Mills, and I rep- 
resent the Secoid Congressional District of Arkansas. 

I appreciate this opportunity to discuss with this subcommittee the 
provisions of the bill which I introduced on May 16, 1951. The 
number of the bill is H. R. 4133. In view of the fact that the gentle- 
man from Michigan, my good friend, Mr. Dingell, has had something 
to say about the authorship of the bill, let me take a moment of the 
subcommittee’s time to inform you just how the bill originated. 

For a number of years the Interstate Conference of Employment 
Security Agencies has had under consideration a situation which 
might arise in some States, and which I understand is rapidly ap- 
proaching in the State of the gentleman from Rhode Island, Mr. 
Forand, wherein those workers who have earned under State law 
certain benefits may find themselves not receiving these benefits due 
to a depleted condition of the State’s unemployment fund. 

It is a problem that has worried me for some time as I have seen 
developments in certain sections of our country, and in certain agen- 
cies of the Government which, over the years that I have been on the 
Committee on Ways and Means, indicate to me a desire to centralize 
our whole system. That is a thing that I have not wanted to see done. 
I could visualize, however, that if a State fund became depleted and 
workers were not paid that which the State law entitled them to, and 
no provision was made to assist the State in meeting those payments 
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to the various workers, that the impetus would be greater for some 
degree of Federal regulation or Federal implementation, or supple- 
mentation, whatever you might call it, of State funds. That was, 
I presume, the thinking of those in Congress to which I referred 
earlier. 

Sometimes in the spring of last year representatives of the interstate 
conference came to me advising that something should be done by the 
Eighty-second Congress; that there was a possibility that one or more 
States might find their funds so depleted that payments to which 
workers were entitled could not be made. 

We discussed the various principles which I, myself, could support, 
and which they, themselves, thought should be enacted. At the con- 
clusion of the conference I asked them to put in legislative form these 
ideas upon which there was agreement between them and me. 

They came back a few days later with a bill which I thought in- 
cluded some things that should be changed. I made certain sug- 
gestions for changes. ‘Those changes were subsequently made. Then 
I introduced the bill on May 16. 

It is my understanding—and I am going solely on the basis of 
memory—that the Governors’ Conference has agreed in principle to 
the ideas contained in the bill H. R. 4133. 

It is also my understanding they never take a position, nor adopt a 
resolution, except that it be by unanimous consent of all the governors 
who are in attendance. It is my further understanding that the bill, 
so far as its principles are concerned, has been endorsed by the fiscal 
officers of the State governments, at one of their annual conventions. 

I understand also from reports which have been submitted to me 
this morning that the bill itself does not meet with the complete 
approval, or should I say approval, perhaps, of the Department of 
Labor or the Federal Security Agency, and in the closing paragraphs 
of each letter to the chairman of the Committee on Ways and Means, 
I observe that statement is made that the Bureau of the Budget advises 
that if the bill is enacted it would not be in keeping with the Presi- 
dent’s program. 

I want the committee to have all the facts about the background 
of the bill, H. R. 4133. 

RIE committee, of course, has access to those reports the same as I 
ve. 

I have a statement I want to make to the committee about the bill 
itself, and just what would happen under the bill and what the bill 
proposes to do. I am very keenly aware of the situation which may 
exist in any State where a worker has used up his benefits over the 
period of time for which they can be paid under State law. 

If this subcommittee is seeking a solution of the problem of al- 
lowing workers additional amounts over those which are allowed 
under State law, the committee will not find that solution in this bill. 
The bill does not in any way change the amount of money which is 
to be paid under State law. nor does it change the. duration to which 
a worker would be entitled to those payments under State law. 

Actually, contrary to what my friend from Michigan, Mr. Dingell, 
said, or whet I understood him to say, the bill does not in any way 
destroy the State systems which now exist. The whole purpose of 
the bill is to make those systems more workable and solvent at all 
times. 
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Now, I want to discuss the provisions of the bill. All State unem- 
ployment compensation administrators—and I think I can say that 
without exception—feel that the full proceeds of the three-tenths of 1 
percent tax collected by the Federal Government under the Federal 
Unemployment Tax Act should be exclusively devoted to the Federal- 
State unemployment compensation program. Certainly I share that 
view, and in the report to the committee on the bill from the Federal 
Security Agency I gathered that that agency shares that view. 

There can be no disagreement with the proposition that the Federal 
unemployment tax was levied to initiate and maintain our unem et 
ment compensation system. The Administrator’s proposal, H ‘ 
4133, would use the excess-tax collections to buttress and improve 
these State programs. 

May I say here that the proposals do not attempt to recapture or 
earmark the approximately $1,400,000,000 which today represents 
the excess of the three-tenths of 1 percent tax collections over dis- 
bursements and administrative costs. 

The gentleman from Rhode Island and other members of the sub- 
committee are fully aware of the fact that this excess has gone into 
the Federal Treasury, and that the provisions of the George loan 
fund, which our committee accepted in conference some years ago, 
expired, as I remember, on December 31 last.. Rather, the proposals 
deal entirely with future tax collections which are estimated to run 
bet ween $50,000,000 and $75,000,000 per year in excess of disbursements 
for administrative expenses. 

The salient features of these interrelated proposals of the bill are 
as follows: 

All tax collections under the Federal Unemployment Tax Act are 
to be earmarked. This is accomplished through an appropriation 
of all taxes received to an account known as the Federal unemploy- 
ment account in the unemployment trust fund. From this account 
the administrative expenses of the program would be paid. 

With respect to the excess-tax collections in each fiscal year—and 
this is one of the very salient points in the bill—20 percent of such 
excess is earmarked in the States’ reserve account in the Federal unem- 
ployment account. 

This diversion of a portion of the annual excess-tax collections to 
the States’ reserve account is to continue until the account reaches 
$50 million. The States’ reserve account which is thus established 
puts into permanent legislative form the basic principles of the George 
Joan fund which expired December 31, 1951, as I have already stated. 

From the States’ reserve account any State whose trust fund for 
paying benefits is dangerously low may secure an interest-free ad- 
vance. And I want to take time a little later on to tell you why we 
call it an advance rather than a loan. The only difference between 
the proposed States’ reserve account and the expired George loan 
fund is that there is a definite provision in the proposed reserve ac- 
count requiring eventual repayment to the account by those States 
which have secured interest-free advances. The George loan fund 
contemplated—and I think we all recognize that—that a State which 
had secured advances would make eventual reimbursement when the 
size of its trust fund permitted, but no machinery was provided for 
assuring such reimbursement. It is now proposed that machinery 
be established for the liquidation of advances made the States. 
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And the bill does provide for such machinery, and I want to get 
to that now. 

Thus, employers of any State which has had an outstanding advance 
through two January 1’s would have their 90 percent credit against 
the Federal 3 percent tax reduced by 5 percent of such tax. Accord- 
ingly the offset would be 85 percent, with a consequent 414 percent 
tax payment to the Federal Government instead of the 0.3 percent 
payment at the 90 percent offset level. The additional 114 percent 
would be applied by the Federal Government against the State’s out- 
standing advance. If the State advance were still outstanding on the 
third January 1, the offset against the Federal tax would be reduced 
by another 5 percent, or by 10 percent, thus making it 80 percent. 
The Federal tax collection would then be at the rate of 0.6 percent, 
with half the amount being used to reduce the outstanding advance. 

Similar reductions in the allowable tax credit would be made for 
each succeeding year until the allowable credit has been entirely wiped 
out or until the State’s advance had been liquidated in full. 

State administrators attach thet utmost importance to having a 
sound “contingency reserve” fund from which States in distress may 
continue to finance their benefit payments. The soundness of this 
position was recognized in the establishment of the “George loan fund” 
and it continues no less sound now that the “George loan fund” has 
expired. 

The States of Rhode Island and Massachusetts have notably low 
reserves, and the reserve position of certain other States can be ques- 
tioned. If the reserve of any State becomes insufficient to pay bene- 
fits, undoubtedly the Federal Government will have to enter the pic- 
ture. State administrators believe that it is entirely proper to make 
provision for this contingency out of taxes levied to establish and 
maintain the program in the first place. 

Not only would a “contingency reserve” meet the problem of in- 
solvency of State trust funds, but it would permit the States generally 
to make any necessary upward adjustments in benefit levels, without 
undue fear of consequences on the position of their trust fund. As it 
is, States must think in terms of maintaining their reserves to meet 
entirely unforeseen and unpredictable situations. 

Thus the establishment of a contingency reserve would put the 
States in a much better position to improve their benefit schedules if 
they so desire. 

In this connection, currently so-called Federal reinsurance pro- 
posals which would make Federal funds available for State benefit 
payments with no obligation for repayment to the Federal fund is 
considered highly undesirable, by all State administrators with whom 
I have discused the question, and in my own opinion. I have not 
talked to all 51. They realize that the integrity of State systems is 
dependent upon their being financed exclusively by State money. 

The third element of the proposal made by the State administrators 
and incorporated in my bill, tH. R. 4133, is the provision for an allo- 
cation back to the States of the annual excess tax collections not used 
in the creation of the States’ reserve account. 

Now, gentlemen, permit me to interpolate for just a moment: I think 
it is this that brings down the objection of the Labor Department to 
which I earlier referred, and I want to have something to say about 
that later. 
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For the first few years, 80 percent of excess tax collections would 
be allocated back, and after the States’ reserve account reached $50 
million all excesses would be so allocated. The allocation made to the 
States would be deposited by the Treasurer in the unemployment trust 
funds of the respective States. The allocations would be in the ratio 
which the State's covered taxable payroll bore to the aggregate tax- 
able payroll of all of the States. The money thus deposited in State 
trust funds could only be used for one of two purposes: either payment 
of benefits or payment of administration expenses. It is contem- 
plated under the bill that the legislatures of the States will make the 
decision and determine the amount between the two. But I would 
suggest to the committee it might be preferable, if you decide to give 
further consideration to the bill, to spell it out directly in the bill 
that these moneys which are to go back to the States are to be used 
only as the legislature decides. I think clearly that they could not 
be used otherwise, but that could be spelled out definitely if it is con- 
sidered desirable. 

One of the purposes, as I said, is the payment of benefits; the sec- 
ond, the payment of administrative expenses not met by Federal grants 
under the existing arrangement for financing State administrations. 

State administrators feel that there are many oa that might 
be done if administrative funds were available that would bring about 


tighter and better administration, and thereby bring about greater 
public acceptance. They feel that if abuses could be checked—and 
they can only be checked by greater expenditures for purposes not 
ordinarily promoted by Federal supervisory agency—that benefit 
levels could and would be raised with little or no increase in the 
amount of money paid out. It is for this reason that they desire to 


relieve themselves, in part at least, from complete Federal purse- 
string control, and have some administrative funds for which they 
are not dependent upon and accountable to the Federal department 
involved. 

The State administrators would like for me to point up the fact that 
in 1945, when the reconversion benefits bill, cuntiatte similar to 
H. R. 6954, was before our committee, it rejected the proposed Federal 
supplementation of State benefit amounts and proceeded to strengthen 
the State system to meet the impact of reconversion unemployment 
with the establishment of the “George loan fund.” 

All of those present remember the action by our committee. Today 
the situation is quite similar. State administrators are of the firm 
opinion that no basic tampering with the present program is necessary 
to meet any problems in the ascertainable future. However, they are 
the first to agree that the present program can be further improved, 
and believe that the establishment of a permanent contingency fund 
and the allocation of excess tax collections back into State funds will 
put the State system in a much stronger position to do the job it was 
set up originally to do. 

That completes my statement in explanation of the bill, Mr. 
Chairman. 

Mr. Foranp. Thank you. 

Mr. Mitts. I want to add this if the chairman will permit: I think 
there are two things which are in this bill which are not acceptable 
to the agencies of the Government that are involved. And I add 
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that I have great respect for their views and their sincerity, of course, 
and I am not criticizing them. 

I want to point out that it occurs to me that any move on the part 
of Congress to remove State administrators of the unemployment 
compensation program from the grant system which is made by Con- 
gress upon the request and at the suggestion of the Secretary of Labor 
to take care of administrative expenses would be objected to by these 
agencies. 

The administrators at the present time have to account not to the 
Congress alone but to the Department of Labor, particularly to the 
Secretary of Labor, for everything that is done under the State 

rogram, for every dollar they receive for administrative purposes. 
Whether they are to receive any administrative money or not, as you 
remember from the experience we had earlier, may well depend upon 
the interpretation by the Secretary of Labor of the way they have 
done their job. 

That degree of dependency upon the Department of Labor for 
administrative funds is naturally obnoxious to those who administer 
the program. I do want to emphasize the importance of the degree 
of independence in the administration of the program which this 
bill would afford. I think it is basically sound. 

Of the funds made available under this bill, the excess goes back 
to the States, and the legislatures decide as between two uses for the 
money. The moneys can go into a benefit-payment fund or they 
can be used for administrative purposes, or both. If an administrator 


can show the State legislature that the amount of money that he 
has earlier received is not sufficient and if they can give him some 
additional money he can improve the administration of the program, 


the State legislature perhaps would give him some from that excess. 
But, basically, it is my thought that the great majority of this money, 
if returned to the various States, will be placed by the State legis- 
latures in the various benefit-payment funds. 

I think any administrator who comes before this subcommittee 
would endorse the statement that I have just made. 

Another thing, Mr. Chairman: I have always felt that some of 
those for whom I have great respect in the Department of Labor 
and within the Federal Security Agency, perhaps, have an entirely 
different view about the place of the Tuntadl thaverronans in this over- 
all program from what I have. I do not want to weaken the State 
system; I want to retain it, maintain it, and strengthen it as a State 
system. I do not want us to take action in Congress that in any way 
provides for additional benefits, provides for additional payments to 
workers directly from the Federal Treasury or from this account 
which would be set up here under the bill. The payment of benefits 
must remain a State function. States must continue to determine 
the size of benefits and the time for paying them. This is a State 
responsibility. 

_ I find myself in complete disagreement with the bill which has been 
introduced by the gentleman from Michigan, because of the fact that 
that bill deviates from the basic philosophy which founded this pro- 
gram initially. The bill says that, irrespective of State action, when 
the governor of a State finds unemployment in a little segment of 
the State, we will pay out of the Federal Treasury benefits so that 
the benefits of the State may be 50 percent greater than they are under 
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the State law, and an amendment has been suggested to provide that 
the benefits may be drawn for a period of time 50 percent longer than 
the State law provides. 

In the State of Michigan, as I understand, payments are for a 
maximum duration of 20 weeks. This action would mean they would 
be up to a 30-week period. 

It is my understanding also that the benefits in Michigan are some 
$27 per week; and, if that is the case, the benefits would be increased 
under Mr. Dingell’s bill by 50 percent. 

That is not what I am interested in in connection with this over- 
all subject. Certainly I knew nothing about the Michigan situation 
when | introduced my bill, H. R. 4133. The problem of what to do 
in the case of workers who have used up their unemployment bene- 
fits under State laws is not solved here in this bill. 

I do not want us to solve it here on the basis of Federal supple- 
mentation of State benefits, nor would I want us to extend the time 
for paying benefits by Federal law. 

I understand that the Governor of the State of Michigan is a very 
fine, a very progressive and energetic man, and I understand that the 
Legislature of the State of Michigan is in session now. Certainly, if 
there are funds in the unemployment fund of the State of Michigan, 
those funds should be used first, to say the least, in supplementing 
those benefits that are paid now under State law. 

It is easy for us always, when we get into a particular situation 
where there is need, and where human beings are involved, and a 
strong argument can be made on the basis of relief from suffering, 
to come here and say that we want something done by the Congress. 

What I think should be done, and whet 3 think we should do on 


this subject, is to provide a better method of a the pay- 
t 


ments of benefits for the time specified under State law, so that the 
States themselves can continue carrying on this job. 

Parenthetically, Mr. Chairman, I might say that I have been as- 
sured that in the event this bill should become law the situation in the 
State of Rhode Island would be much more solvent than it is today; 
that it would create a situation wherein the governor of the State 
could receive funds if the funds now available in Rhode Island be- 
come depleted, to pay benefits which the Governor or the State Legis- 
lature of Rhode Tsiand have said that the unemployed people in 
Rhode Island should receive. 

He can do that; there is no question in the world but what this bill 
would do that. It will not permit any State to pay greater benefits 
for a longer period of time after receiving these funds than the State 
laws of a State provide, and I do not think we should go into that. 
We have this present problem before us. I think the Congress should 
not go into the State part of the over-all program. 

I hope, in this connection, we will try to strengthen the State funds, 
to make them more solvent, because we do belong in that picture. 

I said earlier that I considered this an advance rather than a 
loan. It is an advance to a State. It is my understanding that the 
State constitutions of many States prohibit the pledging of the 
credit of the State, so that I do not want us to be getting into that 
constitutional question. For all practical purposes, the advance is 
a loan, but the credit of the State itself is not involved. It is signif- 
icant to bear in mind that, in the event advances are made to a 
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State under this bill, the tax burden of the employers of the State 
will rise; the burden is applied to the employers of that State. 

Mr. Foranv. Right on that point, Congressman Mills, where the 
employers have been using the argument that they are paying too 
high a tax all the way along, or have been paying the so-called max- 
imum under existing law, then you would be adding a further bur- 
den to them, making it possible for the Rhode Island employer to 
have a further argument as to why they should move out of New 
England and down South. 

Mr. Muts. I do not agree with the gentleman on that at all. That 
might continue to be the situation: that industry might see fit to 
leave certain sections of the country and go to another section. 

Mr. Foranp. Particularly to use the argument that the taxes they 
are paying are too high, and that this particular tax again would be 
increased. 

Mr. Mrits. It might interest the gentleman to know—at least, it 
is my understanding, and I have a telegram here which is not ad- 
dressed to me, and which I hesitate to use before this committee— 
that some employers of the gentleman’s State endorse the principles 
of this bill. 

Mr. Foranp. I should be happy to see it. 

Mr. Mus. I am saying “employers”, because the burden under 
this bill is placed upon the employers, where I think the burden should 
be placed. 

he problem of providing benefits to its people who have become 
unemployed is the problem of the State of Rhode Island, just as the 
problem existing in my State when people become unemployed and 
benefits are to be paid is a problem in my State. 

If we do not continue to look at this situation from the viewpoint 
of its being a problem of the employers in the State where the fund 
becomes insolvent, then the only thing we can say, if unemployment 
exists somewhere in a State and that State’s fund is not capable of 
meeting its obligation, is: it becomes a problem of every taxpayer in 
the United States. 

When we get to that point of view, in my opinion, the program will 
be completely changed. 

If we are going to increase benefits and if we are going to increase 
the time within which those benefits can be paid, and pay for them 
out of the pockets of all the taxpayers of the United States, irrespective 
of whether they are employers or not, certainly, then, we will be 
placing the funds of the entire program in jeopardy, and I certainly do 
not feel that such an approach is justified at the moment. 

Mr. Foranp. The gentleman from Arkansas now refers to increased 
benefits and of spreading the benefits over a longer period. 

Mr. Mus. Yes. 

Mr. Foranp. I was addressing myself to the use of the unemploy- 
ment fund to take care of people, and your suggestion is an addi- 
— tax be placed upon the employers. They are two very different 
things. 

Mr, Muzs. That is true. 

Mr. Foranp. First of all, I believe the gentleman from Arkansas 
will agree with me that the unemployment system is a national 
system. 
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Mr. Mutts. No, I will not. The unemployment compensation sys- 
tem is not a national system; I have always said that; I have always 
felt it was conceived originally that the Federal Government should 
levy the tax—maybe I misunderstood the gentleman—and the pay- 
ment of benefits, the amount and the period for which they were paid, 
was a State matter, and should always remain a State matter. 

Mr. Foranp. The unemployment compensation system is a Federal 
system, with eacl State having its own system which must come within 
the requirements of the Federal system. 

Mr. Mitxs. The minimum requirements; yes. 

Mr. Foranp. That is correct. 

Mr. Mus. The minimum requirements is what I had reference 
to. 

Mr. Foranp. It is a national problem that is handled through the 
Federal Government. 

Mr. Mus. So it was conceived originally, yes; it was conceived 
originally as a national problem; there is no question about that, and 
we had to have an act of Congress, in the first place, or we would 
not have had a program perhaps at all. 

Mr. Foranp. That is correct. 

Mr. Miits. That is the only virtue of having it passed by Congress 
so as to have a program in all the States. But at the same time we 
said that the States may pay such as they decide to pay for such period 
of time as they decide. 

Mr. Foranp. That is the State legislatures. 

Mr. Mitts. That is the legislature’s part of the problem. 

Mr. Foranp. The Congress then considered the economy of each 
State, being based upon certain categories of industry, and then we 
say in some areas are large groups of people that do not come within 
the provisions of the unemployment compensation law, and another 
area, highly industrialized, would be under the provisions, and you 
have got a much higher percentage covered than in the other State. 
Those factors do affect the unemployment compensation fund of the 
State. 

Mr. Mus. That is exactly what I have in mind, and I recognize 
the complete accuracy of the gentleman’s statement. That is exactly 
what I am trying to do here in this bill, that is, to provide that we 
assist the States where there is a great deal of unemployment by 
returning to the State funds which under existing law and without 
congressional action will continue to go into the General mwa € I 
do not think those funds should go into the General Treasury. I think 
those funds should be expended for administration or for the payment 
ae for the very programs for which they were initially 
collected. 

Mr. Foranp. Does not the gentleman believe that in placing the 
surplus fund in the law, it could be called a special fund or whatever 
you want to call it, but it would pool the so-called three-tenths of 1 
percent, which should be held by the Federal Government as an emer- 
gency fund to take care of those circumstances as we find in Rhode 
Island now? 

Mr. Mitts. You will see that under my bill they will build up a 
fund of $50 million, and when the fund reaches the $50 million mark 
the excess will be distributed to the States on a proportionate basis. 
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But if the committee should decide that the $50 million is not enough, 
then I think the committee should consider that question. 

Mr. Mason, you had a question? 

Mr. Mason. The general effect of your bill is a maximum of $50 
million of it can be paid. 

Mr. Mitis. Yes; into the underwriting fund. 

Mr. Mason. In other words, the general objective of your bill is 
exactly what the chairman has just said ? 

Mr. Mus. We have conferred on this; the State administrative 
groups and I, and we just could not conceive of such general unem- 
ployment that would call for a greater amount in this fund than $50 
million. 

Now, certainly the gentleman from Rhode Island recognizes, I am 
sure, that if the time comes that we get into a period of extensive and 
unusual unemployment that we cannot expect this unemployment 
fund to take care of that kind of a situation. 

Mr. Foranp. Right on that very subject: The State Administrator 
the State of Rhode Island will be here and will go into great detail 
concerning the point I am trying to make, and I hope the gentleman 
from Arkansas will be free to sit in on those hearings. 

Mr. Miis. Permit me to say at this point, that it is my under- 
standing the administrator of the program in the gentleman’s State 
prefers some other approach than the bill I have introduced. He 
was not one of those who conferred with me in the preparation of this 
bill. Those with whom I conferred were members of the legislative 
committee of the State administrators conference. 

However, as I recall, this gentleman was not in the group. 

Mr. Foranp. I am sure he was not, because his viewpoint does not 
agree with that of the gentleman from Arkansas. 

Mr. Mus. I thought that it might be significant for the gentleman 
to note that the employers in his own State do not have the concern 
about this approach which apparently the gentleman was earlier 
expressing. 

r. Foranp. I would like very much for the gentleman to include 
that telegram in the record if he is free to do it. 

Mr. Mutts. I will read the telegram if the gentleman desires. 

Mr, Foranpv. I would like to know which one of those good em- 
ployers in Rhode Island is so big-hearted as to be willing to go along 
and pay higher unemployment-compensation taxes, 

Mr. Mason. While he is looking that up, I wish to make a terrible 
confession. I usually go through bills and prejudge them and note 
on the outside “No,” “Yes,” or a question mark, and that is a guide 
to my secretary in answering questions about them as to what she 
shall say. She will say he is for the principles of that bill, or he is 
against the principle of that bill, or he has some question in his mind 
about it. 

I had a question mark in mind about H. R. 4133. The questions 
have been answered and I have written “Yes” on that bill now. [ 
wish to notify the gentleman from Arkansas. 

Mr. Mus. The gentleman’s support is welcome, and if I can just 
get the chairman to go along on it we will be in pretty good shape here 
this morning—plus the gentleman from Kentucky. 
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Mr. Foranp. I am happy to comment at this point that it is always 
a great satisfaction to me to work with the gentleman from Illinois 
because I always know where he stands. 

Mr. Mason. That is right. 

Mr. Mis. The gentleman from Illinois is a very prized member 
of our committee. I have always had the greatest respect for him. 
I never have any difficulty in knowing just where he stands on any- 
thing that Iam for or against. I appreciate his being for this bill. 

Let me read this telegram, if I may. The telegram is addressed to 
Stanley Rector, who is a former member of this conference to which 
1 referred. 

“Regarding your telephone to Ruben Peterson”—and you may know 
the gentleman 

Mr. Foranp. Very well. He represents the Rhode Island indus- 
tries. 

Mr. Mitts. That is the whole purpose of this telegram, to tell you 
how they stand: 
today Associated Industries in vast majority of its membership is unalterably 
opposed to Federal reinsurance and has so stated publicly and would prefer the 
George loan provision whereby money would be repaid. 

That is signed by Frank F. Shy, president of the Associated Indus- 
tries of Rhode Island. 

Mr. Foranp. That is an offshoot of the National Association of 
Manufacturers. They do not like to wave that flag so they use a 
different name. 

Mr. Mitts. The gentleman has led me to believe these employers 
support my bill. If they do, and other employers likewise support 
the bill, I should think the subcommittee would not be too concerned 
then about the imposition of this additional tax within the States 
were the funds become insolvent because they are the ones who are 
going to pay the tax. 

Mr. Foranp. I am glad to have that association on record as willing 
to pay more taxes. 

Mr. Mitts. Let us not generalize on it. They have not said that 
they are in favor of an income tax increase; merely this to maintain 
the State system. 

Mr. Foranp. If there are no further questions we thank you very 
much. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:40 p. m., the committee adjourned.) 
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TUESDAY, APRIL 1, 1952 


House or RepreseNTATIVES, 
SuscoMMITTEE ON UNEMPLOYMENT INSURANCE 
or THE CoMMITTEE ON Ways AND Means, 
Washington, D.C. 

The subcommittee met at 10 a. m. in the committee room of the 
House Committee on Ways and Means, Hon. Aime J. Forand (chair- 
man of the subcommittee) presiding. 

Mr. Foranv. The committee will please come to order. 

The first witness we have on our calendar this morning is the Hon, 
Maurice J. Tobin, Secretary of Labor. 

Mr. Secretary, the committee would be glad to hear you on the 
—. before the committee. 

Mr. Secretary, would you prefer to go through with your prepared 
statement before any questions are submitted, or would you want to 
be interrupted as you go along? 


STATEMENT OF HON. MAURICE J. TOBIN, SECRETARY OF LABOR 


Secretary Torry. I would just as soon go on; or, if the committee 
feels there is anything they would like to question me on, it is all 
right. 

“Mr. Foranv. We will let you go through it without interruption. 

Secretary Tostn. Thank you, “Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I am very glad 
to have this opportunity to appear before you to present my views 
with respect to H. R. 6174, H. R. 3391, H. R. 4133, H. R. 6954, and 
H. R. (277 

Before discussing the Dingell bill, H. R. 6174, and companion meas- 
ures, I would like to present some facts with respect to the present 
unemployment situation. During the past 6 months, there has been 
gradually increasing unemployment for the country as a whole. In 
August 1951, there were 1,578,000 unemployed workers in the labor 
force. This number has increased to a March figure of 184,000 
unemployed. During December and January the unemployed were 
in excess of 2 million. 

Among the individual States, there were great variations in the 
percentage of insured unemployment during 1951. In some few 
States, the percentage of insured unemployment for 1951 was low. In 
three States, however, it ranged between 5 and 6 percent and it reached 
7.5 percent in Rhode Island. These variations resulted from the dif- 
fering impact of the national economic forces in this time of emer- 
gency on the economies of the individual States. These forces bore 
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more heavily and adversely on some industries than upon others. 
Among those industries which have been most seriously affected are 
the automobile industry, the textile industry, the jewelry industry, 
and the coal-mining industry. These industries are heavily concen- 
trated in a few States, which, as a result, have suffered the worst un- 
employment. Thus while the Nation as a whole enjoyed unusually 
high employment there were local pools of critical unemployment. 

When we examine the 174 major labor market areas of the country, 
we find that in February of this year there were 21 areas in which 
the present and prospective labor supply substantially exceeded the 
demand. In another 100, the supply moderately exceeded the demand, 
making a total of 118 labor surplus areas. In addition, there are 14 
smaller areas with a substantial labor surplus. 

There are varying reasons for these conditions, some of them long- 
range in nature, but, in digging for the facts behind the figures, we 
find recurring examples of the effect of the emergency upon our 
economy. Scare buying in the first months after invasion of the Re- 
public of Korea brought about severe added maladjustments in the 
soft-goods industries—particularly in textile and apparel manufac- 
turing. The subsequent slackening of consumer demnd dealt a severe 
blow to workers in New England and New York and in some places 
in the South. In other areas defense production has not vet taken 
up the slack caused by the need to curtail civilian production. 

The most spectacular illustration of this effect of the national emer- 


gency is the reclassification of Detroit in January of this year from 
an area of moderate labor surplus to one with a substantial labor sur- 
plus. These same forces account for the similar reclassification of 


the Flint labor-market area. In other areas, which were similarly 
reclassified, declining consumer demand as well as material shortages 
were responsible for the change. 

During the next 18 months, employment in the heavy defense in- 
dustries will expand with the completion of the work preliminary 
to mass production. This expansion, combined with the demands of 
civilian production and agriculture, should increase total employ- 
ment to an all-time peak. Nationally, unemployment will continue at 
a low level and may be expected to decline. A number of local areas, 
however, may continue to have serious and troublesome unemploy- 
ment problems. 

The Federal Government is taking a number of steps to relieve the 
present unemployment problem in those areas with substantial labor 
surpluses. Among other things, we are acting to place more defense 
contracts in such areas. As you know, on February 5, of this year, 
the Director of the Office of Defense Mobilization issued a directive 
under which employers in serious unemployment areas can be awarded 
Government contracts at reasonable price differentials. These direc- 
tives are being carried out by the Department of Defense and the Gen- 
ral Services Administration. 

The awarding of contracts will not result in an immediate increase 
inemployment. There is an inevitable time lag between the award of 
the contract and the start of production which is consumed by such 
preparatory work as drawing plans, tooling the plants, ete. Further- 
more. while our objective is to make the conversion from civilian to 
defense production as smooth as possible, this cannot be accomplished 
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so smoothly as to prevent thousands of workers in the metals indus- 
tries from becoming unemployed. 

H. R. 6174 is not designed to reduce the amount of unemployment 
but rather, to reduce the hardships encountered by the unemployed. 
This bill has the commendable objective of rectifying inadequacies of 
the unemployment compensation benefits under our present system. 
Its Ceedneion and consideration indicate a recognition that the 
unemployment compensation benefits provided today are insufficient 
to buy the essentials of life at present prices. This is especially true 
of workers who have families because they spend a higher proportion 
of their incomes for the basic essentials such as food and housing. 

As you know, the President and the Department of Labor have been 

calling attention to the inadequacy of benefits for the past several 
years and have recommended Federal minimum standards as the 
long-range solution to this and other shortcomings of the unemploy- 
ment insurance program. One of these recommendations was that the 
States be required to provide for minimum weekly benefits substan- 
tially equal to 50 pe re cent of the claimant’s weekly wages up to a 
maximum of at lea a week for individuals without. dependents; 
60 percent of weekly wages up to as le: ast $36 a week for individuals 
with one dependent; 65 percent of weekly wages up to at least $39 a 
week for individuals with two dependents, and 70 percent of weekly 
wages up to at least $42 a week for individuals with three or more 
dependents, Wages and living costs have increased considerably since 
these amounts were first proposed, and it is now my opinion that these 
amounts should be further increased. 

This long range solution, however, is of no immediate value to the 
more than 1 million workers who are now receiving unemployment 
benefits. Even if these Federal minimum stand: ards were enacted 
today, it might require at least 2 years for all of the States to amend 
their laws to meet such standards. Only 13 States have regular legis- 
lative sessions scheduled for 1952. Moreover, although all but three 
States have had legislative sessions since the President recommended 
the Federal minimum standards in 1950, there is still no State law 
with provisions whch fully meet these standards. 

Therefore, if it is desired to bring the level of benefit payments up 
to a more nearly adequate level now, I believe that Federal action is 
necessary. There is no doubt that much of the present unemployment 
throughout the Nation is due to the national emergency, directly or 
indiree tly, affecting all industries in various degrees. ( ‘ertainly, the 
defense program has sufficient influence upon the unem sloyment ex- 
isting today to justify interim legislation on the part of the Federal 
Government. There is tod: ay an entirely different set of circumstances 
from those which prevail under normal industrial conditions when 
tinemployment results from seasonal and other changes. 

The Dingell bill, H. R. 6174, would provide supplementary benefit 
payments to the workers covered by a State unemployment compen- 

sation law whenever the governor of such State certifies and the See- 
retary of Labor finds, that there is substantial unemployment within 
the State. No supplementary benefits would be payable within a State 
unless its governor makes such a certification. It should be pointed 
out, however, that there are strong considerations for granting sup- 
plementary benefits in all States without any test of substantial un- 
employment. Unemployed workers need adequate unemployment 
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benefits regardless of the amount of unemployment existing in their 
States. The amount of groceries that a worker’s present unemploy- 
ment check will buy is not affected by the number of his neighbors 
who are also unemployed. 

H. R. 6174 properly provides that no distinction will be made 
between workers in a State unemployed as a result of the national 
emergency and workers unemployed as a result of other economic 
forces. Such distinction would be exceedingly complicated and ad- 
ministratively impracticable to enforce. Moreover, it makes little dif- 
ference to the unemployed workers which economic force caused their 
unemployment. 

It appears to me that the Federal Government could appropriately 
discharge its responsibility for the unemployment caused by the un- 
usual national conditions by the payment of supplementary benefits 
on an interim basis. The payment of such benefits should continue 
no longer than a reasonable time to allow the States themselves 
to correct the major shortcomings of their laws in accordance with 
reasonable minimum standards. While such supplementary payments 
could be paid on a short-term basis, they cannot and should not be 
paid by the Federal Government indefinitely. The States have ac- 
cumulated billions of dollars in their unemployment trust funds which 
should be used to pay the unemployment benefits in accordance with 
their laws buttressed & Federal minimum standards. 


I believe that a significant increase in the amount of the unem- 
ployment-compensation benefits paid by the States is an immediate 
necessity. I also believe that these benefit amounts cannot be increased 
rapidly enough through State action alone. For these reasons, I 


wholeheartedly favor the general objectives and principles of H. R. 
6174 as a basis for corrective action during the interim period before 
Federal minimum standards can be established and the State laws 
amended to meet these standards. 

Both the bill introduced by Representative Forand, H. R. 3391, 
and that introduced by Representative Mills, H. R. 4133, amend the 
Federal Unemployment Tax Act to extend its coverage to employers 
who, at any time during the taxable year, have one or more individuals 
in “employment.” The protection of the unemployment-insurance 
program would thus be extended to the employees of small firms just 
as the protection of the old-age and survivors program is now extended 
to such employees. Since its original enactment in 1935, the Federal 
Unemployment Tax Act has applied only to establishments that em- 
ploy eight or more persons in at least 20 weeks in the taxable year. 
About 3.1 million workers are denied the protection of unemployment- 
insurance program because of this limitation. Thousands more have 
less protection because they work for small establishments at some 
time during the year. 

Removal of the exclusion of small firms from the coverage of the 
Federal act has long been recommended by this Department. The 
desirability of coverage of small firms has been recognized by such 
representative organizations as the American Federation of Labor, 
the Congress of Industrial Organizations, the United States Chamber 
of Commerce, the Interstate Conference of Employment Security 
Agencies, and by various Federal advisory bodies. 

The considerations of administrative feasibility which led to the 
inclusion of this restriction 15 years ago are no longer valid in the 
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light of our experience with the program since that time. In the 
laws of 29 States (including Alaska, Hawaii, and the District of 
Columbia) coverage has been extended beyond the Federal Unem- 
ployment Tax Act and their size-of-firm provisions vary from six 
workers in 20 weeks to one worker at any time. Seventeen States 
now cover some employers with one or more workers. These States 
have encountered no serious administrative difficulties. The Federal 
old-age and survivors insurance program has successfully covered 
employers of one or more employees from its inception. Moreover, 
all but six of the States whose unemployment-insurance laws do not 
cover employers with one or more employees, have incorporated into 
their laws provisions for automatically extending coverage to all 
firms, regardless of size, if and when the Federal Unemployment Tax 
Act is so extended. 

The States have found that covering small firms has both increased 
and simplified their work. A greater volume of work has been in- 
volved in handling the accounts of a larger number of employers. 
On the other hand, the questions involved in determining whether or 
not an employer is covered are greatly simplified. There is no neces- 
sity to wait until the end of the taxable year to determine an employ- 
er’s liability. No audits of the employer’s payroll records or extensive 
investigations for coverage purposes are needed. Elaborate files on 
borderline coverage cases become unnecessary. 

Most important, it is manifestly unfair to deny workers in similar 
cireumstances the protection of unemployment insurance because all 
or part of the wages necessary to qualify them for benefits, have been 
earned with employers who do not have the requisite number of em- 
ployees to be covered. No good reason now exists for this discrimina- 
tion. The hardships and expenses of unemployed workers are similar 
regardless of the size of their former employers. 

Both H. R. 4133 and H. R. 6954, provide for the permanent appro- 
priation of the Federal proceeds from the Federal Unemployment Tax 
Act to the Federal unemployment account to be availaole for meeting 
the State and Federal administrative expenses of the employment 
security program. I approve of this earmarking provision because I 
believe that it would give reasonable assurance that the employment 
security program would be adequately financed under all types of 
economic conditions. The proceeds of this tax are not now earmarked 
and, therefore, become a part of the general revenue of the Govern- 
ment. It is indisputable, however, that the Federal Unemployment 
Tax Act was passed by the Congress in 1935 to establish our present 
unemployment insurance system and that amounts collected under 
this act were expected to be used to cover the costs of administering 
the entire system on a sound basis. 

The automatic deposit of the future proceeds of this tax into the 
Federal unemployment account would assure that the employment 
security system will be adequately financed in times of recession as 
well as prosperity. It would also avoid one of the most publicized 
criticisms of the existing system—that the Federal Government. is 
making a profit from the proceeds of the 0.3 percent tax. The aggre- 
gate amount of the Federal unemployment taxes has been substantially 
more than the amount granted to the States for administration. The 
surplus for fiscal 1951 amounted to slightly over $54 million. Federal 
unemployment taxes collected during the fiscal years 1938-51 exceeded 
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administrative expenditures of the States by $773 million. If we take 
into consideration the expenditures of the Federal agencies directly 
concerned with the administration of the employment security pro- 
gram (the Bureau of Employment Security and the Treasury De- 
vartment) then the excess becomes $686 million for the entire period. 
Dranination of chart No. 1 shows that collections have exceeded ex- 
penditures during each year although the amount of the excess has 
fluctuated from year to year. In general, the excess rises during 
periods of good economic conditions but declines during years of eco- 
nomic distress. However, there are a number of factors other than 
the volume of workloads, such as State agency salary rates and amend- 
ments to the State laws, which also affect the costs of State adminis- 
tration and which, therefore, are also reflected in the amount of the 
eXcess. 

Although H. R. 6954 and H. R. 4133 are similar with respect to 
their provisions for earmarking the Federal i haw ge ye gra Tax pro- 
ceeds, they differ radically as to the disposition of the excess funds. 
Under H. R. 6954 the entire excess would be retained in the Federal 
unemployment account for use in financing the administrative coste 
of the State programs during future years and for providing a source 
of funds for making grants to States whose benefit reserves are nearing 
depletion. Under H. R. 4133, 20 percent of the excess for each year 
would be set aside in a “State reserve account,” until this account 
reached $50 million. These funds would be used for making loans to 
States whose reserves are nearing depletion. The remaining 80 per- 
cent (or up to 100 percent as the State reserve account nears or equals 
$50 million), tes} = be distributed to the States on a basis propor- 


tionate to the distribution of State taxable wages. Each State could 
use the distributed funds during the 5 most recent fiscal years to hel 

meet its administrative expenses and benefit payments. This is in mr i 
dition to the funds granted annually to the States for administrative 


purposes, 
I am opposed to this provision in H. R. 4133. This propese: vio- 


lates the fundamental principle that the Congress shall control the 
nurse strings of the United States Treasury. Both under the present 
ca and under H. R. 6954 the States are receiving and would con- 
tinue to receive from Federal funds only such amounts as the Con- 
gress and the Secretary of Labor find necessary for the efficient ad- 
ministration of the State laws. The fact that these funds could be used 
by the States without regard to Federal fiscal controls would ag- 
gravate the violation of this principle. Moreover, H. R. 4133 even 
fails to make provision for State legislative or budgetary controls 
over the distributed excess. 

Another major defect of this proposal is that the manner of dis- 
tribution of the excess is entirely unrelated to the needs of the re- 
spective States. Our experience has shown that there is no relation- 
ship between the need for additional funds and the size of the State 
in terms of its proportionate amount of taxable wages. Asa matter of 
fact, many of the smaller States—that is, in population—who would 
receive only insignificant shares in such a distribution are the very 
ones who would be the most likely to require additional adminstra- 
tive funds. 

No provision is made in H. R. 4153 for a source of additional ad- 
ministrative funds during periods of economic distress when heavy 
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administrative outlays coupled with declining tax revenues could 
result in a deficit between income and expenditures. Apparently, 
during such a period the Congress would be required to appropriate 
the amount of this deficit despite the excess funds realized and dis- 
tributed during more prosperous years. It seems to me that this pro- 
posal would nullify one of the major advantages gained by the ear- 
marking of this revenue. 

I favor the retention of the excess-tax collections in the Federal un- 
employment account, as provided in H. R. 6954 because I believe that 
this would result in a more efficient use of these funds than would 
result from the distribution proposed in H. R. 4133. Not only will 
Federal review of State budgetary requests assure greater uniformity 
and more effective controls as to the expenditure of these funds, but 
the accumulation of the excess during good years should give rea- 
sonable assurance as to the availability of administrative funds during 
the less prosperous periods. 

The two bills also differ substantially in their respective provisions 
for Federal financial assistance to States whose unemployment-insur- 
ance reserve funds are nearing depletion. H. R. 4133 provides for 
repayable advances to such States, while H. R. 6954 provides for pay- 
ments in the nature of limited grants restricted to actual needs. 

Under H. R. 4133, the Federal tax on employers in a State receiving 
repayable loans would be increased on a progressive basis whenever 
the State has failed to repay the advance within 2 years. The in- 
creased taxes would continue until the amount of the advance has been 
recaptured; that is, if any unpaid balance remains on the second 
consecutive January 1 after the loan is made, the 90-percent maximum 
credit to the taxpayers in that State would be reduced by 5 percent of 
the total tax. 

In other words, as you understand, the original Federal tax called 
for 3 percent of taxable payrolls. The Federal Government abates 
90 percent of the 3 percent, leaving %49 of 1 percent collected by the 
Federal Treasury. Under this proposal of the Mills bill, there would 
be an increase of 15499 of 1 percent, which would go up prearessreny 
after each January 1 in the event that payment had not been made of 
the outstanding amounts. Eventually it is conceivable, I believe, that 
this could go up on top of the State tax to a figure that might reach 
the full 3 percent, in place of the 9 of 1 percent payable at the present 
time. 

Repayable advances can provide temporary protection against pos- 
sible insolvency of State unemployment reserve funds. When the 
need for Federal assistance to provide additional protection against 
possible insolvency was first recognized, Congress adopted the repay- 
able-loan approach. However, when this action was first taken, it 
was then anticipated that a high volume of benefit expenditures 
would be faced only for a short period following the end of the war, 
during which the war economy would reconvert to peacetime con- 
ditions. 

The repayable advance or loan form of assistance cannot solve the 
long-range financial difficulties of the States whose annual benefit 
expenditures over a period of years consistently approximate or exceed 
the maximum tax collections permitted by the laws of the States. 
Even if the tax rate in such a State were raised substantially, the 
problem would not be solved. Such action would be likely to disecour- 
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age new industry from settling in the poe! thereby reducing the 
opportunities for new employment upon which an ultimate improve- 
ment in the State program must depend. A loan implies that a State 
will be able to meet its benefit payments and will also be in a position 
to repay the loan. There is now at least one State, Rhode Island, 
whose financial experience very strongly suggests that, despite the 
most provident financing, provisions for repayment of advances would 
create an unbearable hardship. 

The benefit provisions of an unemployment-insurance program as 
to amount wt duration of payments and the terms upon which a 
worker qualifies for benefits inevitably have an effect upon costs. The 
heavy burden on the fund in Rhode Island cannot be traced to the 
greater liberality of its program. In fact, this burden has hindered 
needed liberalization. Rhode Island has attempted to limit its costs 
by amending qualifying provisions and by strengthening internal 
controls and administration. But it is now recognized that not much 
progress can be made in this direction without ap pemman the effective- 
ness of the program and defeating its very aim of providing adequate 
and prompt benefits to unemployed workers. 

From the beginning of the benefit-payment program in 1938 
through 1951, Rhode Island’s benefit expenditures have represented 
more than 95 cents out of each dollar collected in taxes despite reduced 
rates in only 214 of the 14 years, while the country as a whole paid out 
only about 60 cents of each tax dollar. 

In other words, while the country as a whole has paid out 60 cents, 
averaging out good times and bad times, Rhode Island’s expenditures 
represent 95 cents out of each tax dollar collected. They have been 
at the maximum rate for all employers in the State for 1114 years 
out of the 14 years at the rate of 2.7 percent. 

During 6 years of this period Rhode Island’s ratio of expenditures 
to taxable wages was the highest of any State, reaching a peak point 
of 6.2 percent of taxable wages in 1949. During 1950 and 1951, when 
employment was at peak levels in the country as a whole, benefit ex- 
penditures in Rhode Island exceeded tax collections by about $3 
million despite the fact that all employers paid taxes at the maximum 
rate of 2.7 percent. 

Moreover, during the same period of years, 1938-51, Rhode Island 
collected more than 91 percent of the maximum possible tax yield 
which it could have collected if the standard rate of 2.7 percent of 
taxable payrolls were in effect in each year. In contrast, for the 
country as a whole, slightly less than 65 percent of the maximum pos- 
sible tax yield was realized in this period. This is additional proof 
that the financial predicament of Rhode Island is not a result of 
improvident financial policies. 

The chief cause of Rhode Island’s consistently high benefit costs lies 
in the nature of its economy—its high degree of industralization, its 
unstable and seasonal activities, and its consequent high percentage 
of insured unemployment. The ratio of insured unemployment to 
average covered employment has always been high in Rhode Island 
us compared to the national average. From 1946 to 1950 the ratio 
of insured unemployment in Rhode Island averaged 7.5 percent while 
the national average was 4.4 percent. During 1951 insured unem- 
ployment in the Nation was fairly stable, averaging 3.0 percent of 
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covered employment. In Rhode Island during this period insured 
unemployment averaged 7.5 percent. 

Although the need for Federal assistance in the form of grants is 
at the moment most obvious in Rhode Island, there is no assurance 
that several other States will not at some time find themselves in the 
same plight. If there should be another sudden and unexpected wave 
of widespread unemployment, such States as California, New York, 
Alabama, Michigan, Massachusetts, New Hampshire, and possibly 
others may find themselves faced with steadily diminishing benefit 
reserves. 

The only effective solution to the financial problems of Rhode Island 
and other high-cost States is a permanent provision for Federal fi- 
nancial asssistance in the form of outright grants. The funds for 
the grants would be made available from the proceeds of the Federal 
Unemployment Tax Act and would not. involve the use of any money 
from the individual State accounts. 

Under H. R. 6954, a State would be eligible for a grant whenever 
the balance in its unemployment fund falls below the amount paid 
in benefits in that quarter of the preceding eight in which benefit ex- 
penditures were the highest. Moreover the State must have suspended 
reduced contribution rates when its fund dropped below the greater 
of 6 percent of taxable payrolls or three-fifths of the total benefit 
expenditures during the preceding 5 years. A State could qualify 
for more than one grant in any one taxable year but the amount of 
each grant could not exceed the benefit expenditures in that quarter 
of the preceding eight in which such expenditures were the highest. 
The bill further provides that only such amounts will be granted to 
a State in any one taxable year as will meet its benefit costs above 
2.7 percent of its taxable payrolls. In order to assure that a State 
will retain only that portion of the grants which is equal to the dif- 
ference between its total benefit expenditures and 2.7 percent of 
taxable wages, provision is made for an adjustment at the end of each 
taxable year. 

I believe that grants such as are provided by H. R. 6954 will accom- 
plish the following objectives: (1) provide Federal financial as- 
sistance to the States when needed aol only when the financial need 
is due to factors beyond the control of the States rather than to 
improvident financing; (2) provide assistance in amounts suflicient 
to guarantee the payment of all valid benefit claims; (3) assure that 
no State will receive more in grants than it needs; and (4) provide 
effective protection against unnecessary drains on Federal funds, with 
a minimum of Federal controls. 

The requirement in H. R. 6954 that a State, to be eligible for 
grants, must have suspended reduced employer contribution rates 
whenever its fund balance had fallen below specified levels is similar 
to the provision now included in most State laws. Moreover, in many 
instances the level specified in the State law is even higher than in 
the proposed provision. The proposed provision is designed to assure 
the continuation of sound financial policy and practices on the part 
of all States. 

In addition to providing a guarantee of the continued solvency 
of State unemployment insurance funds, an additional desirable ob- 
jective can be satisfied through outright grants, namely that of bring- 
ing about a degree of equalization in benefit costs between different 
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States having widely varying susceptibility to the impact of unem- 
ployment. Outright grants provide a means of absorbing a portion 
of the benefit costs in those States which are most seriously affected 
either by high average long-range costs or by extremely high costs 
during shorter periods of declining employment and payrolls. 

At the outset of the program, it was believed that the 3-percent 
payroll tax would act as an equalization factor with respect to both 
costs and benefits. The development of the program, however, has 
tended to emphasize the differences among the States not only in bene- 
fit costs but in benefit formulas and in tax rates. Benefit costs in 1949, 
for instance, varied from 6.2 percent to 0.4 percent of taxable wages. 
Even if all States had operated under the same benefit formula, varia- 
tions in costs would have been almost as great. 

With the development of experience rating as a device for reducing 
individual employer contribution rates, variations in the benefit costs 
from State to State have been manifested by wide variations in indi- 
vidual employer contribution rates. Employers in the same industry 
with similar employment records may have very different contribution 
‘ates simply because they are located in different States. For exam- 
ple, of all employers meeting the eligibility requirements for reduced 
rates, 37 percent in California, 27 percent in North Carolina, and 24 
percent in Kentucky failed, in 1949, to get rates lower than 2.7 per- 
cent because of unfavorable experience with unemployment. On the 
other hand, 70 percent of rated employers in Colorado paid nothing 
in excess of the 0.3 percent tax to the Federal Government and 
less than 1 percent of the rated employers paid at a rate of 2.7 
percent. 

That means that in the State of Colorado 70 percent of all the 
employers paid not even a mill into the State fund, and less than 
1 percent paid at the maximum rate of 2.7 percent. 

These wide variations in benefit costs and employer tax rates give 
rise to competitive advantages and disadvantages enjoyed or suffered by 
one State in relation to its neighboring States. Outright grants, by 
absorbing a portion of the costs in the highest-cost States, would 
reduce the cost burden in those States and thereby lessen, even though 
slightly, their competitive disadvantages. 

A repayable loan cannot solve the financial problems of high-cost 
States such as Rhode Island, and the system of advances under H, R. 
6954 would be a most effective guaranty of solvency of State funds. 
Yet those who favor H. R. 4133 generally oppose H. R. 6954 as a 
hand-out to the States. By comparison to H. R. 4133, however, H. R. 
6954 is a modest proposal to assist States in direst need, whereas 
H. R. 4133 would provide for the wholesale distribution to the States 
of nonappropriated funds regardless of need. This is the most dan- 
gerous kind of inconsistency. 

I would like to emphasize that once again. By comparison to 
H. R. 4133, however, H. R. 6954 is a modest proposal to assist States 
in direst need, whereas H. R. 4133 would provide for the wholesale 
distribution to the States of nonappropriated funds regardless of 
need. This is the most dangerous kind of inconsistency. 

If it is sound to have a Nation-wide unemployment compensation 
system, established through Federal taxation and administered with 
funds appropriated by the Congress, it also seems to me to be equally 
sound to provide, at comparatively insignificant cost, a pooled fund 
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available as a reserve for all States against which each can draw to 
tide over during periods of financial crisis. H. R. 6954 accomplishes 
this objective on a sound basis. 

I should now like to turn to the question of providing unemploy- 
ment insurance protection for members of the Armed Forces. 

We are now maintaining a Military Establishment of between 342 
to 4 million men and women, and expect that it will remain at that 
level for some time to come. Separations from the military service 
are already at an annual rate of nearly 800,000 a year, and we may 
look forward to having from three-quarters of a million to a million 
men and women leave our Armed Forces each year for several years 
to come. 

At the present time, veterans in most States have no protection 
against the risk of unemployment if they are unable to find work on 
returning to civilian life. Similarly they lack the protection which 
is now available to their fellow workers in case of lay-offs after return- 
ing to work. 

Many veterans of the Korean fighting who have returned to their 
old jobs or found new ones in such areas as Detroit and New England 
have been laid off because of cut-backs in civilian production or for 
other reasons. Many have had only a few months employment prior 
to lay-off, and find that they do not have the unemployment insurance 
protection which helps to tide their fellow workers over until a new 
job turns up. Most of the States have not acted to freeze or to carry 
over the benefit rights of workers who leave their jobs for military 
service so that these rights will be available after discharge, if needed. 
Even more important is the fact that an increasingly large number of 
future veterans, entering military service directly from high school 
or the farm, will have had no previous covered employment and there- 
fore no benefit rights under State laws at all. Consequently, we cannot 
look to State action for a remedy for this problem. This serious gap 
in our social-security structure should be filled by action of Congress. 

We all recall that following the end of World War II, our Armed 
Forces dropped from over 11 million to less than 2 million. The 
Servicemen’s Readjustment Allowance program, under title V of the 
GI bill of rights, was developed to aid the World War IT veteran in 
his readjustment to civilian life. While this program played 2 most 
important part in helping millions of our fellow citizens to bridge the 
gap between military service and civilian employment at that time, a 
different approach is called for today. As we are now faced with a 
long-term problem rather than a one-time demobilization, a temporary 
program like the SRA does not seem appropriate today. 

Any unemployment insurance plan for veterans should be tied as 
closely as possible to the unemployment insurance program for the 
rest of our population. It should permit the combining of benefit 
rights based on military service with rights based on civilian employ- 
ment, relate the weekly benefit amount directly to earnings in military 
service, and have the program administered by the State employment 
security agencies. 

Veterans who served in the Armed Forces since June 27, 1950, 
should be protected against involuntary unemployment following 
their discharge or other separation by treating the wages they earned 
in military service as though they had been earned in employment 
covered by the State unemployment insurance laws. Thus, entry into 
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military service would not interrupt the protection now afforded by 
the State unemployment insurance programs. Coverage should be 
restricted to individuals who have served 90 days or more and were 
released from service under conditions other than dishonorable. The 
90-day requirement could be waived in the case of veterans released 
because of injury or disability incurred in line of duty. 

Under H. R. 7277, the benefit provisions of existing State unem- 
ployment insurance laws would be generally applicable to veterans. 
These State laws, however, provide protection which differs very 
greatly from State to State. While a veteran with wages of $2,600 
a year would receive basic benefits of only $20 a week in eight States, 
another individual with the same wages would receive $27 or more 
a week in eight States, and $30 in two States. He would be protected 
for only 16 weeks in 4 States, but for as long as 26 weeks in 18 States. 

The Department of Labor has favored Federal legislation which 
would put a floor under the protection afforded by State laws in 
order to provide some measure of uniformity and reduce the extent 
of these differences. Such a floor is provided for in H. R. 525, which 
was introduced by Congressman McCormack on January 3, 1951. If 
a uniform minimum level of adequate protection is desirable for all 
of our citizens, as I believe it is, then it is especially desirable for the 
men and women who have seen active service with our Armed Forces. 
It is doubtful that any veterans’ program enacted during the last 
150 years has permitted as great a difference in protection merely by 
the accident of State of residence, as would result if the benefit pro- 
visions of State unemployment compensation laws were applied with- 
out modification. 

The program envisaged by H. R. 7277 would call for administra- 
tion by the existing State agencies similar to the servicemen’s read- 
justment allowance program. The Federal Government would pay 
the costs of the benefits paid to veterans over and above the amount 
which would have been paid under the State law, if any. The Fed- 
eral Government would also pay the entire cost of administration by 
the States. 

I suggest that the present is a most appropriate time for Congress 

to take action with respect to unemployment compensation for vet- 
erans. It is true that in most sections of the country returning 
veterans are having little difficulty in finding civilian employment 
today. This situation may change. To delay action until after mil- 
lions of separations have taken place may lead to pressures for hurried 
action, invite hasty consideration, and enactment of an emergency 
program. 
4 summary, I favor the objectives of H. R. 6174 and companion 
measures for supplementary benefits: H. R. 3391 for coverage of 
employers of one or more persons; H. R. 6594 for grants to States in 
financial distress and H. R. 7277 for unemployment insurance for ex- 
servicemen. If measures such as these bills are enacted, it will rep- 
resent a great advance in providing protection against unemploy- 
ment to the citizens of this country. 

Mr. Foranp. Does that conclude your statement ? 

Secretary Tonrn. It does, Mr. Chairman. 

Mr. Foranp. I presume you want included as a part of your re- 
marks in the hearings the additional papers you have as exhibits? 
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Secretary Torry. Yes; I would like to present those for the record. 
Mr. Foranp. Without objection those will be included. 
(The documents are as follows:) 
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ARMED FORCES AND SEPARATIONS, 1947-531 
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TANNUAL AVERAGE OF ARMED FORCES, CALENDAR (947-50, AND OFFICIAL GOAL, CALENDAR (961-63. ESTIMATED SEPARATIONS, FISCAL 1951-53. 
Source. Department af Defense | yh 5 — A, — -~faleees 
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WEEKLY BENEFIT AMOUNT AND DURATION FOR CLAIMANT 
WITH $2600 IN BASE PERIOD UNDER PRESENT STATE LAW 
AND UNDER MINIMUM BENEFIT STANDARDS (WITH | DEPENDENT) 
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WEEKLY BENEFIT AMOUNT AND DURATION FOR CLAIMANT 
WITH $3,000 IN BASE PERIOD UNDER PRESENT STATE LAWS 
AND UNDER MINIMUM BENEFIT STANDARDS (WITH | DEPENDENT) 
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OuAaTiON (WEEKS) BASIC BENEFIT PLUS DEPENDEN!'S ALLOWANCE 
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TABLE 1.—Obligations for State employment service and unemployment ingy, 
ance administration as percent of Federal unemployment tag collections. by 
States, fiscal years 1938-51 

[Amounts in thousands] 
Obligations 


for emplo 
ment serv Estimated 





| Oblig ations 

| @S percent 

of tax 
collections 2 | °llections 
| 


BNI 9. tid. namnsnsiibannninendibiees 


Alabama. 

Alaska_. 

Arizona... 

| TREE. Sree 
I  citicsiindteaanncmamiagaiel 
Colorado. . 

Connecticut 

Delaware _. : sbucace 
District of Columbia 
Florida. .. 

Georgia... . 

Hawaii 

Idaho_._. 

Tilinois __-. 





BBRE 
S248 


Nero 
cn 
s 


FS: 
ie) 
ne 


Bee 
eee 


BREE Y: 


BRSEZ 
‘SSTESRE2RE 


§ 


Kentucky 

Louisiana 

Maine. .._.. 

Maryland 
Massachusetts...............-. 
Michigan. _..- : ivectimacih 
Minnesota 

Mississippi 

Missouri_.-_-_-._- 

Montana 


> 


- 





B 
S 


as 
ou 
= 


SoB, 
iSBEZS 


oBBes 
ot 


NSBBos 
z 

z 

a 


Hie 





23 


Navada._. , 
New Hampshire 
New Jersey.........- 
New Menzico.......... 
New York. t. ee 
North Carolina... 
North Dakota. _. 
aa 
Oklahoma 

Oregon 
Pennsylvania. 
Rhode Island _.. 
South Carolina 
South Dakota 
Tennessee _ - - 

Texas 

Utah. 

Vermont... 
Virginia. 
Washington _. 

West Virginia___.. 
Wisconsin. _.....-. 

W yoming 


NPP 


a 
= 
— 


SBBSEUANSHS 
S2S9288 


g 





SESERSE 


- 
on 


PREBe oe EBo 
#5E 


£2 


| 





' Excludes the cost of operating national and regional offices of the Bureau of Employment Security, the 
U. 8. Employment Service, and the War Manpower Commission; administrative costs connected i! 
the servicemen’s readjustment allowance programs, both State and national; costs related to the operation 
of the National Reemployment Service; cost of operating the farm placement program carried on by the 
Department of Agriculture and State extension services during the period 1943-47. Penalty mail! and postsre 
charges prorated among States: those relating to employment service operations for fiscal years 1%°4 
are estimates. Excludes Puerto Rico. Estimates of liquidation costs (including termiani-leave costs 
involved in the return of the employment service from Federal to State operation prorated over fiscal yea’s 

3-47. 

? Distributed according to taxable wages in each State covered by the Federal act for the calendar 
ending during the fiscal year. Data adjusted for wages in small firms not covered by the act. State «ls 
tribution of collections based on States in which taxable wages earned rather than on the interna! revenue 
district through which the tax return actually filed. Total adjusted to exclude (a) refunds to Stat 
had not passed unemployment insurance laws in 1936, and (6) transfers to Railroad Retirement Board 

+ Figures will not necessarily add to totals because of rounding. 


Source: U.S. Department of Labor, Bureau of Employment Security, Division of Program Stands 
Financial and Actuarial Branch, Mar. 24, 1952. 
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Taste 2.—Comparison of Federal unemployment tag collections with employ- 
meni security administrative expenditures, fiscal years 1988-51 


{In thousands] 





| - 
Administrative expenditures | E=0ess os 
Federal | 
unemploy- } | 
— tax | State ad- | Total ad- 
collections — : |Ministrative| ministrative 
Federal ? | expendi- | expendi- 
tures | tures 








$2, 257, 454 | $1, 571, 453 , 483, orn. sar | $636, 001 


15, 905 12, 064 
27,743 
38, 981 





PAPNLK!Y 
e 
5 





ISS8 








z 








NAENNPN 
Sé8 
Nem 


61, 151 | 








1 See footnote 1, table 1. 

Includes expenditures of Bureau of Employment Security and estimated expenditures of the Treasury 
Department incurred in the administration of title LX of the Social Security Act. Data also include, to the 
extent possible, overhead costs of the parent organization. Excludes cost of regional and field office operation 
during the years «iF ederal operation of the employment service. 

Source: U. S. Department of Labor, Bureau of Employment Security, Division of Program Standards, 
Financial and Actuarial Branch, Mar. 24, 1952. 


TaBLE 2a.—Comparison of Federal unemployment tag collections with employ- 
ment security administrative expenditures, fiscal years 1938-51 


[In thousands] 





Amount 





ederal unemployment tax collections $2, 257, 454 
-_ adm ve expenditures: 

A. Excluding wartime employment security expenditures ‘a 1, 284, 561 

B. Wartime employment expenditures '! Raed 199, 346 

C. Including wartime employment security expenditures ? 1, 483, 907 

3. Excess of tax collections over— 

4. State expenditures, excluding wartime employment security r 972, 893 

B. State expenditures including wartime employment eannaind oe: 773, 547 

4. Federal costs of administration * in lemnseidediimecnaanwaeed 87, 546 
5. Excess of tax collections over total (Federal and State) costs: 

A. Excluding State wartime employment security expenditures. ..................-- - 885, 347 

B. Including State wartime employment security expenditures 686, 001 








By 2 ty costs of operating the State offices of the U.S. Employment Service during the period January 
September 1 

1 See footnote 1, Otshle 2. 

' Includes expenditures of Bureau of Employment Security and estimated expenditures of the Treasury 

partment incurred in the administration of title [IX of the Social Security Act. Data also include, to 
the extent possible, overhead costs of the parent organization. Excludes costs of regional and field office 
operation ey the years of Federal operation of the employment service. 


Source: U. S. Department of Labor, Bureau of Employment Security, Division of Program Standards, 
Financial — Actuarial Branch, Mar. 27, 1952. 
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TABLE 3.—Unemployment insurance financial experience, 1951 


[Amounts in thousands; corrected to Mar. 22, 1952] 


| Benefits paid 


0 » | 
Tax collec- | Interest | 


State tions 
of tax- 


| Amount | able 


Percent 


wages | 


Total. _....| $1,492, 509-| $158,265 | $840,411 | 0.9 | $7, 782, 


Alabama ..---| 15, 749 1,324) 8,218 | 
Alaska...... | 189 | 1, 785 1. 
Arizona , f | 700 | 1, 281 
Arkansas : ‘ 822 | 
California - ‘ 4 13, 200 
Colorado +e 5, 3 1, 260 | 
Connecticut _ __._- dnelgiuive : 3: 3, 634 | 
Delaware ™ , 819 324 | 

District of Columbia_..___- 1,044 

Florida. _. Se * RE 5 j 
Georgia 


Idaho 
Illinois 
Indiana 
Iowa 
Kansas -.... 
Kentucky - - 
Louisiana 
Maine 
Maryland. . : 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 0, 2, 15% 14, 039 
5, 986 
2,358 
1,374 
‘ , Ba 5, 901 
Washington .{ 3,6 15, 004 
West Virginia a) : &, 195 
Wisconsin 7, O85 , 95 7,354 
Wyoming 57 280 7s 


7 <= 


“IN We Droe 


oem 


oUee 





ene DONS. 


[SP eaee Se 


_ 


NOTE.—State figures do not necessarily add to totals due to rounding. 


‘ 


“dro to 


mw 


Ptr Cr we os 


Reserves, Dec. 3 
oa 


1¥51 


Amount 


65, 7 
9, 
35, 
40, 
674, 
61. 55 
181, 
15, 73 


Source: U. S. Department of Labor, Bureau of Employment Security, Division of Program 


Financial and Actuarial Pcanch 
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Taste 4.—Comparison of average percent of insured unemployment, 1951, 1949, 
and 1946-50 





| | | | . 
1951 | 1949 | 1946-50 | | 1951 1949 | 1946-80 
' | } 


State 








| 
| 
| 
| 


| 


Idaho __ : 
Missouri __. 
Montana. . _- 
Georgia._. ._. 
Pennsylvania _- 
| Vermont... 
North Dakota_ _- 
Arizona. 
Connecticut _. 
Minnesota 
Utah 
Indiana 
Maryland 
Virginia 
CAMSAS. _.- 
Ohio 
South Dakota 
United States av- New Mexico 
erage Wisconsin. . 
Wyoming-. 
0 5.6 , Delaware _. 
0 5.6 y lowa 
0 1.0 . Nebraska 
0 5 . Colorado... 
5.4 District of Columbia 
9 8 Texas 
a 3 K 


rhode Island_ 
New Hampshire_-.- 


onow 


s 
5 
S 
6 


Tennessee _ . . 
New York... 
Mississippi. - - 
Kentucky - 
California 
North Carolina 
Massachusetts 
Louisiana... - 
Oregon 
Arkansas. _ 
New Jersey _- 
Alabama 
Washington 


—-) 
= OP eI 


ION NO Oe me 


SNS OP HANDDOOSO# OK DTS SWwWWe Dore 


mh y to 
POSH eR NCOHe 


LINZ erOe 
mo 


= 
he) 


DO DS 8 DS DO DO SS Ge So ee ee me Cr 
So} 


~ = 


~ 


Florida. - 

Illinois... 

Nevada 

West Virginia 
Michigan. .. 
Oklahoma . 

South Carolina... 


ee at et tt tt tt tet PO RON NO NO RO NO RO 


NOfawmo~6r 


© 


Q 
G 


ee me pS 1S he re Sm BS 09 Bo SO BS BO tS SS 9 BO 9 BO GO Go 


CCSK NNW KAKSSAAAnTwTOnwnws 
we PS DS tb SO ee NS de OS be oe 


eI 


Source: U. S. Department of Labor, Bureau of Employment Security, Division of Program Standards 
Financial and Actuarial Branch, Mar. 24, 1952. 





Taste 5.—Comparison of average employer tar rates, calendar years 1949 and 
1951 








State 1951 1949 1951 | 1949 





Alaska _ __. = 2.7 | f New Jersey 
Massachusetts . ; , Oregon 

New York ‘ “ : { Missouri 

Rhode Island ‘ ‘ 3 || West Virginia. - 
California ree : W yoming - .-. 

Idaho. .... J : ; Alabama. . 

New Hampshire ¢ } | Georgia... 

New Mexico 3 ; ¢ Mississippi_. 
Washington. __.. ‘ ( , Hawaii 

‘onnecticut , Illinois 

Louisiana ¢ Ohio. 

Montana s South Dakota 
Kentucky 7 7 Indiana 

Nevada _ . , l Kansas 

Arizona. . re 5 Maryland. 

(rkansas ‘ Oklahoma 

Maine : ” Utah 

Virginia 

Colorado. . 

Florida. _. 
Nebraska 

District of Columbia 
Wisconsin 
Delaware. 
Minnesota _ _.- 
Texas : ~ ‘ 
Nagle - 5 1, 


Woe Gwar 


2 OOK eK KNOW W ee 


i et en ee eee ee 


United States average. - 


s 


North Dakota I 
Pennsylvania... l 
Vermont ! 1 
PE lie i 
North Caroling.................. 1.! 1 
7 - 1. 1 
1 1 


2 we On co 
LD 


nw 


south Carolina 
Tennessee 


WOUNDS HOM wor 


_ Source: U. S. Department of Labor, Bureau of Employment Security, Division of Program Standards, 
nancial and Actuarial Branch, Mar. 24, 1952. 
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TABLE 6.—Unemployment insurance reserves as percent of tarable wages, Dor 


Kentucky 
Montana. 
Idaho 
Nevada 
Washington 
New Jersey 
Iowa . 
Wisconsin 
Arizona. .. 
Mississippi 
North Carolina 
New Mexico 
Colorado 
Hawaii 
Missouri — 
Connecticut 
Louisiana. . 
Utah... 
Vermont. . 
Wyoming 
Georgia 


UNEMPLOYMENT INSURANCE 


31, 1951, and Dec, 31, 1949 





: Dee. 31,| Dee. 31, || 


} 1951 | 1949 


rer 
tow te 


State 


| New York 


Ohio 


) _ aeeeet veanetoem 
Sf SI rcccpecquccsassee 


United States average. - 


|| Tennessee. - ’ 
West Virginia. - 


Arkansas 
Maryland... 
Oregon 
Indiana... 


|| Florida 
| South Carolina. 


Texas. 
Pennsylvan ia 


|| Alaska 


Virginia. 


| Illinois... ... 
| Michigan... 


Dee. 31, 
| 195 


Fr 


NNN NN NDP ED 


Oklahoma... 
Alabama. . bd 
New Hampshire . i 
Delaware... 

| Massachusetts. 

|| Rhode Island 


District of Columbia... 
Kansas_..... 
Nebraska... 

Maine 

North Dakota. 

South Dakota 


nao 





COMM WW DOO OOS SAID ew DOCOMO 


SCececococooccoooce 


oo go ¢ 





Source: U. 8. Department of Labor, Bureau of Employment Security, Division of Program Standards 
Financial and Actuarial Branch, Mar. 24, 1952. 


TABLE 7.—Summary distribution of States, by minimum size of firms covered 
under State laws, specified dates, 1937-52 





Number of States ' with specified size-of-firm coverage on 


Size-of-firm coverage (number of ee 
workers) * | Dee. 31, | Oct. 1, | Dee. 31, | Dec. 31, | Dee. 31, | Sept. 15,) 
| 1937 | 1940 | 1941 1944 | «1945 | 1947 








51 | 51 





4 | 


to 
on 


8 or more 

7 or more... 

6 or more... 

5 or more 

4 or more 

3 or more 

2 or more.___. : 

1 or more . | 412 


a 
NoKNw SoS 


2 


0 
0 
+) 
2 


22 
0 
$2 
0 
8 
2 


) 
‘i #517 


- 
we 








1 In most States, specified number of workers must be employed for a stated period during s cal 
year (usually 20 weeks). In some States the size of an employer’s payroll is an alternative, additions 
sole factor in establishing whether or not he is subject. States with size-of-payroll requirements on!) 
listed as covering employers of 1 or more. 

? Includes Wisconsin firms employing 8 or more in current year covered as of Jan. 1, of that year 
em jloying 7 or more in 18 weeks uring 1937 covered as of Jan. 1, 1938. 

ncludes Wisconsin firms employing 8 or more in current year covered as of January 1 of that year, 
Ad. employing 6 or more during 1938 or subsequent years subject as of Jan. 1 of ensuing year. 

* Includes Minnesota services for employers not subject to Federal unemployment tax and located 
side the corporate limits of a city, village, or borough of 10,000 population are excluded; and New Mi 
employers with 450 quarterly payroll, or 2 in 13 weeks. 

7 States cover employers of 1 or more at any time; in 4 States, coverage is based solely on size of payt® 
my a specified period; in remaining States, employment must extend for a specified period. 


S. Department of Labor, Bureau of Employment Security, Division of Program Standaris 


firms 


Source: U. 
Apr. 1, 1952. 
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TABLE ee of size-of-firm restrictions of State unemployment insurance 
laws on number of workers covered, by State, March 1949 





ment of— increase 
| in covered 
employ- 
ment if 
Covered | Excluded | size-of-firm 
workers ! workers? restrictions 
are removed 


March 1949 employ- | Percent 








31, 530, 400 | 3, 130, 100 | 


405, 500 
14, 200 
104, 600 
208, 300 
2, 354, 900 | 
186, 400 
590, 800 
91, 100 | 
216, 100 | 
410, 100 


© 








on BoosBoopon 


caaaeny - 
Louisiana. - 


oCoemrnmee 


Maine 
Maryland 
Massachusetts 3 
Michigan 
Minnesota 
Mississippi. - ... 
Missou 


5 
“4 

9.6 

0 
0 


New ee ‘-e 
Bt SE 4. sekiemwcacece 
New Mexico #_.....__- 
New York OS ES Se 
North Carolina 

North Dakota. . 

Ohio het 

Oklahoma... 

Oregon . . 

Pennsylvania. 

Rhode Island 

South Carolina 

South Dakota 

Tennessee... ...... 


ou 


Dm DwWes 


Vermont... 

Virginia 

Washington 

West Virginia hageuaone an seca , 

Wisconsin . . ae me : OH Bet tar . 102, 300 
La aR a POI sade onaaaal ’ 0 


NO OWAwWe 


m8 








i Data reported by State eustauene security agencies, 

? Estimates based on data furnished by Bureau of Old-Age and Survivors Insurance. Represents em- 

loyment of single-unit employers whose March 1949 BOASI employment is less than the minimum num 

t of workers requiring an employer to become subject to the State unemployment insurance law, for 
the 35 States with size-of-firm limitations. 

*No data available on number of workers excluded from coverage in those States whose size-of-firm 
provisions differ from “1 at any time’’ only by a specified period of time or minimum payroll requirements. 
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TasLe 9.—Effect of size-of-firm restrictions of State unemployment insurance 
laws on number of employers covered, by State, March 1949 





Number of employers 





Percent of 

State! Covered | Excluded | Total total 
as of during | covered | ®™ployers 

Mar. 31, March | andnon- | **luded 
1949 ? 1949 | covered 


1,391,376 | 2,812, 208 | 
1, 391, 376 2, 085, 178 | 


|, 
35 States... 








Alabama 
Arizona... 
Colorado 
Connecticut. 
Florida____. 

Georgia -. 

Illinois __. 

Indiana. 
kee 

Kansas 

Kentucky 
Louisiana. -. 

Maine _. 

Michigan. .......... 
Minnesota _- 
Mississippi 
Missouri ...._.. 
Nebraska. -......- 
New Hampshire. . . 
New Jersey ...... 
New York.-_. eae 
North Carolina. _. 
North Dakota 

Ohio... __. 

Oklahoma. 

Oregon... — , . | 18,617 | 
Rhode Island - - . , 5 8, 687 | 
South Carolina 3 17, 583 | 
South Dakota. 2,311 9, 481 | 
Tennessee 10, 359 30, 409 | 
Texas 28, 678 | 104, 355 
Vermont.. ; 1, 998 | 5, 576 | 
Virginia a 11, 824 33, 010 
West Virginia 6, 776 20, 767 
Wiconsin 20, 221 47, 565 | 





135 States with size-of-firm restrictions in unemployment insurance laws. 

? Data reported by State employment security agencies. 

§ Estimates based on data furnished by Bureau of Old-Age and Survivors Insurance. Represents single- 
unit employers whose March 1949 BOASI employment is less than the minimum number of workers re- 
quiring an employer to become subject to the State unemployment insurance law for the 35 States with size 
of-firm limitations. 

Source: U. 8S. Department of Labor, Bureau of Employment Security, Division of Program Standards 
Apr. 1, 1952. 
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Mr. Foranp. Mr. Secretary, I was particularly interested in and 
want to commend you on the way you presented the picture of Rhode 
Island. I am fully aware of the fact that you did that because it 
served as an example of perhaps what may apply throughout the 
country, and not just simply because it is Rhode fond. 

Secretary Tosrn. That is right. 

Mr. Foranv. But it does serve to point up the very, very serious 
situation which does exist in my State and may exist in other States, 
of which I am not aware. 

Again, I say I want to commend you for a very fine statement. 

I am not going to go through your entire statement, but I would 
like to comment on your last point, as to the question of unemploy- 
ment compensation for veterans. I am in full agreement with you 
that something be done. I am also aware of the great criticism which 
arose throughout the country because of the abuses under the 52-20 
Club, so-called. 

I have been wondering whether or not any thought has been given, 
either by your Department or by the Defense Department or by any 
other agency, as to possibilities of providing, as you mention here, of 
course, adequate benefits for the veterans, in the manner of an in- 
centive for them to seek employment as soon as possible after dis- 
charge. I was wondering whether or not it would * a good idea, in- 
sead of discharging the men on the date which they are scheduled for 
discharge, to have them furloughed for a period of 3 or 6 months, and 
then say that during that period, if they found employment, they 
would notify the service department of that fact, and their discharge 
would automatically be given to them at that time. Meanwhile they 
vould be protected, because their service pay would continue while they 
are on furlough. 

Have you given any thought to that type of situation ? 

Secretary Torry. I think you would be more inclined to get them 
back to work, Mr. Chairman, if they were under the State unemploy- 
ment-compensation systems, and reported weekly to the State agencies. 
If they were on furlough, they would have to report to no one. They 
would be getting their checks directly from Washington. They 
would be more likely to remain unemployed. 

I think, if they had weekly contacts with their local unemployment 
oficers, jobs more likely would be made available to them ; i if 
they had a direct payment from the Federal Government, from what- 
ever branch of the Armed Forces they were in, for a 3-month period, 
they would be less likely to secure employment, in my opinion. 

Mr. Foranp. The thought which prompted the idea to me was that 
[recall when I got out of the service I was anxious to get my discharge, 
and that thought would cause me to say that I am going to get my 
iischarge as soon as I find a job; and, if I do not find a job, I would 
till be under the control of the Army. That might eliminate some 
of the abuses we experienced following the last war. 

Secretary Torry. I had not thought of that angle, of their finding 
work in order to get the discharge. 

Mr. Foranp. I anr just tossing that out for your thought on it. 

Any discussion, or questions, Mr. Woodruff ? 

Mr. Wooprurr. No. 

Mr. Foranp. Mr. Mason ? 
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Mr. Mason. I have a few questions, Mr. Secretary. 

Secretary Topix. Yes, Mr. Mason. 

Mr. Mason. I notice, Mr. Secretary, that all through your state. 
ment you have stressed the need for Federal minimum standards, ayq 
you state in several places that you favor Federal minimum standards, 
and then you suggest in two or three places what these Federal yin). 
mum standards should be, and the way the figures run on that, jy 
H. R. 7277, which contains the same minimum standards. They are 
approximately what the maximum standards are today in the average 
State. That would result in a tremendous burden—would it not /—;, 
two-thirds of the States. 

Secretary Toprn. They are standards for maximum payments, Co) 
gressman Mason. The States would be permitted to pay less to those 
failing to earn the maximum qualifying wages. The rates wou) 
range from whatever the minimums were for the State. 

You have got to go back a little bit into the history of this progra) 
It was the general thinking at the time the unemployment-compenss 
tion law was enacted by the Congress that payments under the State 
laws then subsequently enacted would approximate, for the work 
50 percent of the wage. Asa result of the advance in wages that | 
occurred through the years since the law was enacted in 193), the 
vverage payments under the State laws have been dropping d 
until they are now approximately 32 percent of the average weekly 
wages. 

Mr. Mason. Then your purpose is to raise it back to that proporti 

Secretary Torry. Approximately 50 percent. 

Mr. Mason. Then the higher the inflationary wages go, according 
that theory, the higher the inflationary unemployment compensatior 
would got 

Secretary Tonrn. That is correct. We should realize that if 
have inflation we should try to follow the inflation, because it has 
relation to the cost of food; and the cost alone has gone up more tha 
100 percent since the enactment of the unemployment-compensatior 
law. In other words, if you were spending, say, $8 a week for fo 
back in 1936, 1937, 1938, and 1939, you would have to pay more | 
$16 for food today. 

I believe that this system has played a great part in stabilizing our 
private-enterprise economy ; this system has been one of the contrib 
uting factors in sustaining purchasing power since the law has bee 
enacted, and I feel that we should attempt to have a law that is real- 
istic from the point of view of the benefits that it will be to the fami) 
of the unemployed, and realistic as to the benefits that will accrue to 
our economy as a whole. And, if we have inflation, which I certain!) 
would like to see avoided, but in times of stress, such as these through 
which we are going, there is bound to be a certain amount of inflation, 
and in such times we should make our unemployment system conform 
to the wages during that period of time. 

Mr. Mason. Are you not taking it for granted, Mr. Secretary, that 
the States themselves in their legislatures are disregarding entirely 
the present inflation and the cost of food, and your thought is there 
fore that the Federal Government should step in with a heavy hand 
and force them to do it? 
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Secretary Tonrx. I would like to say that the Federal Government 
chould, not with a heavy hand, but should use just and equitable means 
which would establish standards up to which the States could go. 

Mr. Mason. But, Mr. Secretary, you do say that the Federal Gov- 
ernment should establish just and equitable standards. 

Secretary Tonrn. Yes. 

Mr. Mason. I am wondering who is best qualified to determine what 
just and equitable standards should be for the Nation as a whole, 
whether it is the States themselves or the Federal Government. 

Secretary Tonrn. I can probably answer your question better by 
going back into history a little more. I am one of those who feel that 
unemployment compensation has played a great part in stabilizing our 
private-enterprise economy and making it stronger, the result of which 
has been a deterrent against some ideologists making any progress in 
this country. 

Now, if it were not for the Federal standards, vou would not have 
unemployment compensation in the 48 States of the Union. 

The Congress in its wisdom, in 1935, enacted a law that called for a 

j-percent tax on the payroll of every employer in the United States 
employing eight or more people and provided that, if within a reason- 
able time the respective States did not enact unemployment-compen- 
sation laws conforming to the standards that Congress had indicated, 
those employers would be taxed 3 percent on the payroll and their 
employees would be denied the protection of that unemployment com- 
pensation. 
- It took strong action on the part of the Federal Government to get 
the necessary laws enacted by the respective States, and I think we 
have all benefited by it. The farmers of the country benefited be- 
cause of the purchasing power in the hands of the workers during a 
period of distress and unemployment; because of the fact that the 
worker's wife had meney to go to the store and buy the necessities of 
life. All in all, our manufacturers themselves have been helped and 
every segment of our economy has been helped. I think the whole 
approach is sound. We would not have had the unemployment- 
compensation laws in a great many of the States today if Congress 
had not taken a courageous approach to it in 1935. 

Mr. Mason. Well, even accepting that the Congress did, by enact- 
ing the law in 1935, force upon the States the unemployment-com- 
pensation program, does that mean that the Congress now should 
foree upon the States minimum standards which are spelled out in 
the bill H. R. 7277 and also in your statement? It varies according 
to weeks from $36 a week to $50 a week, depending upon the number 
of children. 

Now, | am a worker in the State of Mississippi; I have, say, three 
ormore children. I then, according to my wages, can collect up as high 
asS30 a week. Now, $50 a week in the State of Illinois, where I come 
from, is perhaps the average amount that should be paid for unemploy- 
ment compensation, but maybe it is too high for Mississippi, and are 
you going to force upon the State of Mississippi the same standards 
that [linois would have, or New York, or some of these other heavily 
industrialized States, where the standard of living and the wages paid 
are so much higher than they are in other States? 

Secretary Tosrn. Well, 1 am one American who would like to see 


high standards throughout the whole of the United States. I agree 





118 UNEMPLOYMENT INSURANCE 


with the preamble of the Taft-Hartley Act—the preamble only, and | 
am not here justifying the language in the law—but the preamble 
says the purpose shall be to stabilize wage rates between industries 
for the good of the economy of the United States as a whole. [| have 
great sympathy for people in other States; and, if I can help then 
raise the standards in their State, 1 want to do so. 

Mr. Mason. And that, of course, is the purpose of your testimony 
and the purpose of this particular bill, H. R. 7277? 

Secretary Tosrn. You must remember, Mr. Mason, we are—yoy 
are looking at only the maximum. There is a minimum standard for 
maximum benefit amounts, and the States can write the laws: yes, 
but they must meet that maximum as the standard requirement. [yt 
you have this situation: that the average factory wage in the country 
at the time this law was enacted was probably $18 a week; the averave 
weekly wage throughout the country at the moment is $67. And 
remember that, when we talk about the dollar, we are talking abo: 
a different kind of dollar today than the dollar that we talked about in 
1936, 1937, 1938, 1939, and 1940, or even the dollar we were talking 
about in 1945 and 1946. 

Mr. Mason. I am well aware of the fact, Mr. Secretary, that there 
has been a decrease in the value of the dollar, but at the same time our 
taxes, while the dollar has been cut, have increased 1,200 percent in 
the last 12 years, and it is from that standpoint that I have, at least, 
to use my judgment on these bills which propose to increase the bene- 
fits, which means increased taxes one way or another, and I must take 
that into consideration. 

I think that is all, Mr. Chairman. 

Mr. Foranp. Do you have any answer to that, Mr. Secretary! 
Secretary Torstn. I thought he was through. Yes; I have an 
swer. I would say that no one dealing with the tax situation would 
like to see the taxes lowered any more than myself. Whien you start 
to consider the fact that 85 percent of the expenditures in the fiscal 
year 1951 were war-made expenditures, World War II and veterans 
benefits, and the problems created in the world by Stalin, we come 

to the realization of the price of freedom in our country. 

I think that the Congress has carefully gone over these budgets 
and they have cut where they felt they could cut and, after the con- 
sidered judgment of better than 400 Members of the House and \ 
Members of the Senate, has come up with appropriations for what 
is needed to operate the country, and has passed tax laws. Thie taxes 
have been high because of the difficulties in which we find ourselves 
at the present time. If Stalin and the Politburo and Russia were 
inclined to live according to the principles of the United Nations, 
these high appropriations and high taxes would not be necessary. 

I think it was Wendell Phillips, if I am not mistaken, who said, 
“The price of liberty is eternal vigilance”; and certainly America 
has to be vigilant in this hour, and we do not only have to carry ' 
own load but we have to help strengthen the economy of some o! 
the other countries if we are to stop the designs of the Soviet Repubii. 
If we did not, if Russia, as I indicated before, were willing to abide 
hy the principles of the United Nations, our budgets would be mu 
lower and our taxes would be much lower, and we would be do 
a lot of things to make America a better place in which to live a! 
probably do more of some of the things we are trying to do asa 
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Nation for some of the underprivileged areas and the backward areas 
through point IV. 

We cannot dismiss those things and blame the whole thing on 
America, the responsibility for this high-tax situation. It isa ax a 
sibility that we should patriotically bear because of the great problems 
that are confronting our Nation in the present world condition. 

Mr. Mason. Mr. Secretary, you are opening up quite a field as to 
the cause of these high taxes and the amount that goes for national 
jefense and help to the other countries; but, in some of our opinions, 
a large part of the cause is the mistake made by those who sat down 
at the international poker table and played poker with possibly the 
weatest poker player in the world, and lost their shirts, at Tehran, 
Cairo, Potsdam, and Yalta. Of course, that opens up quite a field 
which no two people will agree upon as to the cause, but what we 
know is that our taxes are 12 times higher than they were 12 years 
ago; and, of course, we cannot attribute just uny cause as a complete 
answer to it. There are a great number of causes, but the fact remains 
that here we are now with 12 times as high taxes; and, if we are going 
to increase the benefits to do this, necessarily it involves increasing 
the taxes, regardless of whether you say no one would like to see taxes 
go lower more than you. 

The fact remains that it will increase taxes. 

Secretary Torin. Congressman Mason, I would like to answer that 
intwo ways. First of all, the corporate earnings of the United States, 
net after taxes, have been higher for the last 7 years than for any 
\0-year-period of American industrial history. 

Mr. doen. That is a question, Mr. Secretary, when you refer to 
the tax dollar and the value of the dollar today. The amount of 
dollars may be more; but, when you consider them half dollars, their 
real profits are less. 

Secretary Torin. The wage earners of the country have saved more 
in the last 5 years than they have saved in any 20-year period in the 
history of the country. 

Mr. Foranp. We are getting a little off the subject. 

Mr. Mason. Yes; we are getting far afield. 

Secretary Topix. We are getting into a rather deep economic discus- 
sion; yes, but no country has ever gone throught the major war period 
such as we have without inflation. That has been true of every coun- 
tryinthe world. Varying degrees of restraints have been used, based 
upon fairly good judgment some of the time but not all of the time. 
At times inflation ha been held down to fairly reasonable proportions. 
[think the worst and perhaps the greatest contributing factie to 
our inflation was what occurred in 1946 when the American people 
were assured that, if we took off the controls in America, our economy 
could produce all that the American people could desire and at prices 
they could afford to pay. And in that one single year we had the 
greatest inflation that ever occurred in our national history following 
the acceptance of that theory. 

I myself do not like controls, but we have to accept them in times 
of shortages. I would prefer not to have price controls, but again 
in periods of war when the supplies are down, when there are demands 
ha great many fields, we have to have price controls, but as soon as 
we can get our economy in reasonable balance, or get segments of it 
in balance, I believe that we should be able to get out from under price 
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controls. The history of other nations is they subject themselves 
to the imposition of these restrictions. 

Mr. Foranp. Getting back to the tax suggested in the bill—— 

Secretary Tosrn. Could I just make one other point, Mr. Chairman? 

Mr. Foranp. Certainly. 

Mr. Tosrn. Taxes in this field have been dropping all of the time, 
apart from a few States, particularly the State of Rhode Island, so 
there is leeway in here for increase. This is one field in which there 
has been a substantial tax decline down through the years. 

Mr. Foranp. The point I was going to make with reference to tax 
is the effect of the Mills bill, H. R. 4133, upon the employer. My 
understanding is that in order to repay the loans that had been made, 
the States that are unable to do that out of their regular levy, would 
have the tax on employers increased ; is that correct? 

Secretary Tortn. That is correct. 

Mr. Foranp. I was amazed yesterday at a telegram that was inserted 
in the record, and which I asked be inserted in the record because of 
its contents. The Associated Industries of Rhode Island, had sent a 
telegram giving the authorization for the record, favoring the Mills 
bill, and thereby stating in effect that they were ready and willing 
to accept higher taxes. That staggered me, and I would like to get 
your point of view or, perhaps from someone during the hearings, tell- 
ing the committee whether the employers of Rhode Island are willing 
and ready to accept higher taxes, since they have been howling about 
tax rates being so high. 

Secretary Torry. I think that is one evidence of the fact that prob- 
ably there is little democracy in the manufacturers’ association in 
Rhode Island. And, I would be inclined to believe that this secre- 
tary, whoever he was, acted without the authority of the member- 
ship, because the people from an industrial State, such as Rhode 
Island, must be interested in the economic prosperity and future of 
the State of Rhode Island, and the position that has been taken by 
the secretary is certainly not one that will contribute toward the pros- 
perity of Rhode Island. 

Inder the Mills bill, each year, after 2 years have elapsed, and there 
has not been a repayment of the loan, there must be an increase in 
the Federal tax, which is now three-tenths of 1 percent, a 5-percent in- 
crease; and at the beginning of the second year—that is, for the third 
year, that would be to 0.45 of 1 percent, and the following years it 
would increase to 0.60, 0.75, 0.90, and so on (in addition to the three- 
tenths of 1 percent) until the total reaches the full 3 percent. 

And it is conceivable that it would eventually be at a point at which, 
on the basis of the record of the last 5 years—it could go to a figure 
of probably 41% percent, 5 percent, 514 percent, or 6 percent, includ- 
ing the total of the local payments, to 5.7 percent—that would be quite 
a few years off; but on the basis of 2.7, say to the States, and the dif 
ference in the amount of tax to the Federal Government. 

Mr. Foranp. I have had difficulty in reconciling the telegram with 
the argument that has been advanced for a number of years, that one 
of the reasons why the manufacturers of Rhode Island have diffi- 
culty is because of this one factor, the tax rate, and it just does not 
sound possible that they can compromise their position to that extent. 

Secretary Tosrn. Rhode Island has a situation peculiar in that it 
is the smallest State in the Union and has a trifle of agriculture. 
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Rhode Island has a very small farm economy, but they have a larger 
percentage of workers in mills and factories than any other State in 
the Union, and in all the States your factories and mills contribute 
the highest unemployment. So that the situation, the economic situa- 
tion in which Rhode Island finds itself today would only be aggravated 
under the Mills bill. The rate now, as I have described to you, 1144 
years out of the 14 years of the system, has been at the maximum rate 
of 2.7 percent. 

With a rate this high it is not easy to attract industry to come into 
the State. If there is any burden over the 2.7 percent saddled upon 
the already high rate, it will become a much more difficult thing to 
attract industry, and also difficult to retain the industries that are 
there. 

There is another point that I would like to make on this distribution 
to the States for the administration of the unemployment compensa- 
tion system, and the employment services: The allocations are made 
by the Department, and in fact, the requests that go into the appro- 
priation bills are made on the basis of a sound system that has been 
worked out in cooperation with the State agencies and directors of 
the services. 

Twelve of the States have received more money from this fund 
than their wa paid into the fund. That means the smaller 
States in population—and I have a map here that would show them 


to you. And now it is proposed to make the disbursement of 80 per- 
cent of the excess to those States without regard to need. I think that 
if the disbursement is to be sound, it should be made on the basis of 
need; but not only is this disbursement being made without question 


of need. it would be made without any reference to the Congress. 

The Congress might as well not start off giving to the Department 
the duty of distribution of this fund for administration purposes. 

Schedules have been worked out as to the time required for each 
operation, and giving for each operation the detail breakdown, and 
Congress might just as well not give any consideration to that budget 
if these millions of dollars are to be distributed to the States on the 
unsound principle of the amount of money their employers pay in, 
since prior to that we would have distributed to them, in at least 12 
States, more money than they have paid into this fund. 

Let us take as an example the fund in the State of California. You 
can go a thousand miles, all the way from San Diego up to the north- 
ern limits of the State, and yet they have one insurance system. Or 
take the fund in the State of Texas: you can go all the way from Gal- 
veston to El Paso, a distance of 900 miles, under one common system. 
A trifling amount of money would be needed to help those States when 
they come into a real distress period, because collections come from 
all over these large areas. California and Texas will very likely never 
need to draw upon surplus tax collections of the Federal Government. 

In Rhode Island, the employers are now paying 3 percent—at the 
present time they are paying 2.7 percent to the State, and they are 
paying three-tenths of 1 percent to the Federal Government—under 
the Mills proposal the rate will gradually go up, on the basis of the 
experience of the last 7 years in the State of Rhode Island. Durin 
the last 2 years of great prosperity throughout the country, 1950 oad 
1951, Rhode Island has been compelled to maintain a 2.7 percent 
rate, and I am inclined to believe that the rate would have to be higher 
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in later years; and I would like to say very strongly to the gentlemen 
who are present, that we are going to have probably five prosperous 
years, and the States of the Union during those prosperous years 
will not need this distribution. 

Secondly, it is not a sound basis for distribution, because State. 
that already have received more than they have paid into the fund 
are going to have superimposed on that this grant in a period whe 
they are not in distress. 

And coming back to the point I wanted to make: Rhode Island cay 
be in serious distress. All of the States in the Union, the 48 States. 
should be interested in the soundness of the economy of every section 
of the United States, and if it is sound to go hundreds of miles in « 
State to protect the economy of a community within that State, | 
think it is sound to use this fund, as has been proposed in the chair 
man’s bill, to help spread this burden over the entire Nation. 

And if we can have a $50 million surplus for each of the next 5 
years, that means we would have a reserve fund of a quarter-billion 
dollars at the end of that time. 

Now, do not think it is only the State of Rhode Island. Let us 
look at the great State of California, which has today approximate) 
$600 million in its reserve fund. California has been paying out in 
the 5-year period from 1946 to 1950, 2.8 percent of its total payroll. 
It is taxed up to the amount of 2.2 percent. But remember that 2.s 
percent of the total payroll in five prosperous years has amounted t 
one-tenth of 1 percent average over the 5 years above 2.7 percent, each 
year, or a total of a half of 1 percent of the payroll in tax collections. 
so that even the great State of California may be confronted with the 
need for help from this fund. 

Now, within the framework of the proposal there is a limit to | 
system in the State, but on the other hand we have to have an ince 
tive; the desire is to have an incentive to encourage employers to hav 
more steady employment in order to get a lower rate. I think ther 
is a point to which we should not go, a point beyond which we should 
not burden the economy, beyond which the economy should not bea 
large number of employees, and within this framework of the 2.7 cei! 
ing, I think we can work out a fine workable plan that will prevent a 
blight in the State of Rhode Island, which would not be of any ec 
nomic benefit to any other section. 

This proposal will greatly help Rhode Island and in the days that 
lie ahead it will help other States who some day will be in the positio: 
that Rhode Island is now. It is a sound financial approach. It doe- 
not impinge on any other State’s freedom, both in establishing « 
realistic standard within the economy of the State through maximum 
payments of employers of 2.7 percent, and other standards which this 
committee in its judgment may determine before the State will be 
entitled to this help. 

I think that no matter what the State of America is, where we come 
from, we should be interested in the economic position of every other 
part of America. 

Mr. Foranp. Mr. Secretary, for the committee, I want to thank you 
for a very fine presentation and we were very pleased to have you 
with us. 

Secretary Tosrn. Thank you, Mr. Chairman. 
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Mr. Foranp. The next witress on our calendar is Congressman 
Thomas J. Lane, of Massachusetts. 
For the record, Congressman, will you identify yourself? 


STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. I will, Mr. Chairman. My name is Thomas J. Lane, 
Congressman from the Seventh District, Massachusetts. 

May I, first of all, Mr. Chairman and members of the committee, 
express to you my appreciation for this opportunity to say a few 
words to you this morning following the able and genial Secretary of 
Labor from the Commonwealth of Massachusetts. 

I shall confine myself to the bill, and only very briefly, Mr. Chair- 
man, Which I have filed, H. R. 7437, which is similar to the Dingell- 
Moody bill that vou are considering and perhaps similar to other 
bills that are before you. 

The mill cities of New England are caught in the grip of wide- 
spread and prolonged unemployment. 

This is the fourth straight year during which the pattern has been 
repeated. It goes like this—a few months of work and not even that 
at full time—followed by months of unemployment that exhausts the 
benefits provided by law. There are not other jobs these people can 
turn to. They must wait—for the call—when work picks up at the 
mills. The others hang on in desperate hope. 

Veterans—who went through the toughest military campaigns 
without cracking—are finding unemployment the worst enemy of all 
because they can’t fight back at a factory that has closed down. 

There is a danger here which the Nation cannot ignore. What has 
happened to New England, can happen to your region or State or city, 
and it is best for us to recognize this ahead of time—so that we may 
prevent it, or be prepared to help the human beings who are the 
chief victims of—recession. 

Believe me when I say that New England is doing everything pos- 
sible to meet this many-sided economic problem. The causes run 
deep—and we are not indulging in the wishful thinking that a tailor- 
made solution can be picked out of a hat. 

It does occur to us, however, that. billions of dollars in tax-money 
have been taken from New England, to be disbursed by the Federal 
Government in other sections of the Nation—to build up their econ- 
omies. We do not begrudge this help. But now that we need help— 
we quite reasonably expect that the Government of the United States 
will not let us down. 

Unemployment compensation—is group insurance, 

It is intended to protect our people against the ravages of job- 
lessness. 

Nothing can wear a man down and crush his spirit more than to 
lose work through no fault of his own—to find it impossible to get 
other employment because replacement jobs do not exist in his area— 
and to hear his family, meanwhile, ask for the necessities of life 
which he cannot provide for them. ‘ 

We in Massachusetts have a liberal unemployment compensation 
program—one of the best in the Nation—but it just cannot keep up 
with the extra burdens that have been placed upon it. When people 
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whose pride demands employment cannot find it—when these peo. 
ple exhaust their bensiite—-aThat then? 

The welfare departments of the cities and towns can’t get the 
extra money to carry them—and these people are not the welfare 
type in the first place. Many of them are men who fought for this 
country, fought for others who were never unemployed in their lives 
and aU made even more money while the war was on. Now these 
unemployed veterans are being called upon to sacrifice—for a second 
or third time—to the inequities provoked by an economic conflict. 

The problem is not essentially one affecting veterans alone, although 
it bears heavily upon them in view of the late start they got in life 
because of the years they gave up to military service. Older people— 
nonveterans—have a special worry of their own—for they are <is- 
criminated against in seeking a new job because of their age. The 
tragic comedy of a human being considered as too old to be hired at 
40—as if brawn were more important than the combination of de- 
veloped skill and experience—has no place on the American scene. If 
business, Government—or both—encourage such a policy, then we 
shall have embarked on a policy of wasting our greatest resource. 

The responsibility is to make jobs. We are committed to the objec- 
tive of providing full employment. 

Wherever—and for whatever reason—involuntary unemployment 
displaces large numbers of our people, the Federal Government must 
come to their assistance. 

No one can maintain that jobless pay can ever be a substitute for the 
higher income and fulfillment that comes from employment in produe- 
tive work. 

The inexorable logic of our full-employment policy, however, leads 
to the conclusion that, where that policy fails, we must step into the 
breach to provide a measure of compensating income. 

Suppose, for the moment, that we turn from the humanitarian 
aspects of this issue. 

Ask the merchants, the professional men and women, the landlords, 
the tradesmen, yes, even the community banks, what they think of rais- 
ing the depressed income through higher and extended unemployment 
checks—as an emergency measure. 

Inevitably, their income is dragged down when large numbers of 
people who sustain them—are out of work. 

So, gentlemen, it is not simply a crisis for the unemployed themselves 
but for the communities or areas as a whole. 

There are a half-dozen cities in the Northeast that are but one step 
ahead of collapse, sustained by the too-narrow margin of our present 
system of pump-priming unemployment insurance. If the strain 
continues, this limited prop will cave in and the dread spectre of ghost 
towns will be with us. 

The race is on—between life-saving aids—and the ability of indus- 
tries and communities to get back on their feet again. 

In this acute dilemma, you are faced with a new challenge in Govern- 
ment responsibility. 

There is a precedent to guide us in the present set-up of providing 
unemployment insurance for workers in private industry. We have 
coordination between Federal and State laws, and the administrative 
machinery to carry out the program. But the benefits are out of line 
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with the increased cost of existence, and the rules did not anticipate 
the aggravated economic need confronting us. 

The stark truth is that too many people are jobless, after their ben- 
efits have expired—and there are no jobs to take up the slack from 
that point on. 

Under the emergency legislation I recommend, the States would 
remain in control of the program. 

Only those States—or areas within a State—that have unemploy- 
ment of 12 page or higher would qualify for special relief. 

This would be certified by the Governor of the State and approved 
by the Secretary of Labor before the following special benefits would 
a . 
The Federal Government would then: 

1. Increase by 50 percent the amount of basic compensation re- 
ceived by the jobless worker from his State. 

2. Match the State dollar for dollar in payments for dependents. 

3. Extend—by 10 weeks—the duration of unemployment compensa- 
tion benefits in those States with such distressed areas. Half the rate 
would be paid for this additional period—the extra cost for this addi- 
tional period to be assumed in full by the Federal Government. 

In other words, the individual who is unemployed through no fault 
of his own in these areas of heavy labor surplus would receive higher 
— for the regular period and lesser benefits for an extended 
period. 

Above-average unemployment is an abrasive fact—not an opinion. 

Its consequences are grim—for some worse than others. 

Eating away at the morale of people and communities that cannot 
be considered as separated from the United States. 

The immediate issue is, “What are we going to do about it?” 

I thank you very much, Mr. Chairman. 

Mr. Foranp. Mr. Mason? 

Mr. Mason. You referred to your bill, 6437. Your bill is not before 
us. That bill, as you explained, has some different provisions in it 
than the bill before us to take care of exceptional unemployment. 

Mr. Lane. Yes; I am aware of that, Mr. Mason. I have been talk- 
ing on my own bill. I filed 6437, which is formulated something like 
the Dingell bill. 

Mr. Mason. But it differs from the Dingell bill in some respects? 

Mr. Lane. Yes. 

Mr. Mason. And I think it is better than the Dingell bill in those 
particular respects, at least. 

Mr. Lane. Thank you, Mr. Mason. 

Mr. Foranp. It is on the same subject; is it? 

Mr. Mason. On the same ee but I want to look at your bill, 
because I want to prepare myself on the subject, and from your ex- 
— I would say that in my opinion it is better than the Dingell 

Ill. 

Mr. Lane. Thank you, Mr. Mason. 

And I thank you, Mr. Chairman and the members of the committee, 
for giving me this ig cage to inject myself into the hearing now, 
because I know you have many other witnesses who are anxious to 
testify, and who are very much interested in this matter. 
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Mr. Foranp. Thank you very much for your presentation. And 
I want to commend you for not only being alert on this subject, but 
on every other subject in which your constituents are interested. 

Mr. Lane. Thank you, Mr. Chairman. I am only taking a leaf out 
of your book. 

Mr. Foranp. Without objection I would like to insert in the record 
at this point a telegram I have received from H. R. Chapman, chair- 
man of the board, New England Confectionery Co., Cambridge, Mass. 

(The telegram referred to is as follows :) 


CAMBRIDGE, Mass., Murch 31, 1952. 
Hon. AtmMe ForanpD, 
House Office Building: 

The Dingell bill (H. R. 6174) is a move to open the door to nationalization of 
State unemployment benefits which is the most abused feature of all welfare 
legislation. Instead of Government grants let there be Government loans with 
interest. This will lead to more careful administration by the State and yet 
make help available when needed. The sooner the whole welfare program is put 
on a better business basis the better it will be for the legitimate benefiiciary, 
and the chiselers will be eliminated. As chairman of your committee you are 
the only New England representative and all industry here looks to you for 
sound leadership in this important decision. Please will you inelude this tele- 
gram in the hearing records. 


H. R. CHAPMAN, 
Chairman of the Board, New England Confectionery Co. 
Mr. Forunp. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 
(At 11:46 a. m. an adjournment was taken until 10 a. m. the fol- 
lowing day, Wednesday, April 2, 1952.) 
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WEDNESDAY, APRIL 2, 1952 


Hovse or Representatives, 
SvuBcoMMITTEE ON UNEMPLOYMENT INSURANCE 
OF THE ComMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. Aime J. Forand (chair- 
man) presiding. 

Mr. Foranp. The committee will please come to order. 

Our first witness this morning is Mr. Emil Mazey, secretary-treas- 
urer, United Automobile Workers, CIO. The committee will be glad 
to hear you, Mr. Mazey. 


STATEMENT OF EMIL MAZEY, SECRETARY-TREASURER, UNITED 
AUTOMOBILE WORKERS, CIO, DETROIT, MICH. 


Mr. Mazry. Mr. Chairman and members of the Subcommittee on 
Unemployment Insurance ; my appearance here today is for the UAW- 


CIO, of which I am secretary-treasurer, and also for the Congress 
of Industrial Organizations, of whose social-security committee Tam 
amember. Mr. Emil Rieve, president of the Textile Workers Union, 
and chairman of the CIO social-security committee, regrets that he 
cannot be in Washington at this time. 

In addition to the presentation I will make, officers and representa- 
tives of other affiliated CIO unions are here and will tile statements 
describing unemployment conditions among their members and in 
their States that urgently require en: tment of this legislation. 

We ask the committee to give full consideration to the supplement: al 
statements presented here tod: ay. 

Each union has facts to present about serious unemployment in its 
industry. 

I will devote the m: ijor portion of my testimony to_a showing of 
the need and justification for the passage of H. R. 6174, introduced 
by Representative Dingell to provide supplementary wnemployment- 
compensation payments to workers who are unemployed during the 
national emergency. Mrs. Katherine Pollack Ellickson, executive 
secretary of the C1O social-security committee and associate director 
of research of the CTO, will deal with H. R. 3391, H. R. 4133, and 
H. R. 6954. °- would like to say a few words about these bills and 
about H. R. 7277 which are being considered by this committee. 

The CIO urges the enactment of Fl. R. 3391 and H. R. 6954, both 
of which were introduced by Representative Forand, the chairman 
of this subcommittee. 

The CIO opposes the enactment of H. R. 4138. 
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H. R. 3391 would extend the coverage of the Federal Unemploy- 
ment Act to employers having one or more individuals in their em- 
ploy. The feasibility of extending unemployment compensation to 
employees of smaller employers has been demonstrated by the experi- 
ence of States whose laws now cover such er Trae The need is 
obvious. We know of no group that opposes this extension. 

H. R. 6954, which provides for the establishment of the Federal 
Unemployment Account, permits the orderly accumulation of funds 
which will be available for grants to States whose State funds are 
insufficient to finance the benefits provided for by the State law. We 
believe that outright grants to States whose funds are insufficient are 
preferable to the loan fund provisions of title XII of the Social Se- 
curity Act which have now expired or to the H. R. 4133’s provisions 
for “advances” that must be paid back on penalty of higher taxes to 
be levied on all employers in the debtor State. 

We also oppose the provisions of H. R. 4133 which provide that at 
least 80 percent of the excess Federal tax collections shall be paid 
to the States for use in such States for administrative purposes. We 
believe such provisions are inconsistent with the provisions of title ITI 
of the Social Security Act. 

Under the provisions of title III of the Social Security Act, the 
Federal Government now gives to each State such amounts as are 
necessary for the proper and efficient administration of the State law. 
What H. R. 4133 proposes to do is to give to each State additional 
amounts which may be spent by the State in administration of the law. 
The only administration which is left after proper and efficient ad- 
ministration is paid for is administration which is neither proper nor 
efficient. We do not believe that the Congress of the United States 
should contribute money to improper and inefficient administration. 
- The CIO is wholeheartedly in support of the stated purpose of 
H. R. 7277 “providing unemployment compensation for former mem- 
bers of the Armed Forces.” 

We oppose, however, the method for making such payments that 
is yreene by this bill. 

Te do not believe that the Korean war veterans should be treated less 
favorably than were the veterans of World War IT. 

Under the Servicemen’s Readjustment Act, all veterans who became 
unemployed were treated in like fashion regardless of the State in 
which they happened to be located at the time of their employment. 
While the $20 weekly benefit provided in the Servicemen’s Readjust 
ment Act is inadequate and would have to be increased, the principles 
of the legislation are sound. 

Under H. R. 7277, however, two veterans of the Korean war who 
shared the mud of the same rice paddy in Korea might, upon their 
discharge and return to civilian life in their respective communities, 
receive unequal treatment. One might get a greater weekly benefit 
than the other. One might be denied any compensation whatsoever 
because he refused a job while his fellow veteran across the State 
line who refused a job with the same corporation might be granted 
compensation, despite the fact that State-law provisions on what is 
suitable work and the reasons for which an unemployed worker may 
refuse a job without being disqualified vary from Beate to State. 

While H. R. 7277 attempts to correct some of these discriminatory 
difference by providing that certain Federal standards shall govern 
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regardless of the State law, it does nothing about eliminating the dis- 
cruminatory differences in the reasons for disqualification under the 
State laws. It only fixes a uniform maximum period for which a 
worker may be disqualified. 

We cannot go along with any reasoning which proposed, because 
of criticism of the Servicemen’s Readjustment Act, to subject new 
veterans to discriminatory treatment based upon the accident of geo- 
graphical location — unemployment. It is our belief that few if 
any veterans of World War II actually preferred unemployment and 
$20 per week to employment in a suitable job at a decent wage. Like 
cther criticism of unemployment insurance and of other parts of the 
social-security system, such charges that American war veterans prefer 
“rocking-chair money” to jobs is usually the expensive product of 
press and radio commentators who have fought all social-security 
measures and who, in some instances, are paid more per minute of air 
= than unemployed veterans of World War IT had to live on for a 
week. 

New veterans were inducted or enlisted on equal terms; they served 
in the Armed Forces without discrimination based on the geography 
of their homes; they were paid without such discrimination; com- 
pensation for postservice unemployment should likewise be available 
to them without discrimination based upon the geography of their 
unemployment. 

Mr. Chairman, I would like to submit the entire statement for the 
record and then I would like to make a few extemporaneous comments 
on the matter. 

Mr. Foranv. Without objection, it will be made a part of the record. 

(The statement referred to follows :) 


CIO AND UAW-CIO’S RECORD IN PROMOTING FULL PRODUCTION 


In coming before this committee in particular support of H. R. 6174, we believe 
we do so with clean hands, with a record of which we are proud. As evidence, we 
offer a summary of the CIO record in attempting to break materials bottlenecks 
and insure maximum strength in peace, defense, or war. We also offer the com- 
mittee the Record of the UAW-CIO on the Job Front, prepared for our recent 
national conference on defense unemployment, held in Washington, D. C., Jan- 
uary 13 and 14, and attended by 600 accredited delegates from local unions 
throughout the Nation. 

Without burdening your record, we invite the members of the committee to 
read the outline record of our unflagging effort, started before the end of World 
War II, to keep America strong, fully employed, fully productive, and with an 
expanding economy adequate to meet the challenges of peace, defense, or war: 


For the CIO 

At its 1944 convention—before the end of World War IIl—the CIO adopted a 
reemployment plan, calling for peacetime full employment through the maximum 
utilization of the resources of an expanding economy. 

In the period following VJ-day, the CIO called for the expansion of our basic 
steel and electric-power industries. “Full production, full employment, and full 
utilization of our economic and natural resources must be our continuous goal,” 
the 1946 CIO convention stated. 

The establishment of a Missouri Valley Authority and a St. Lawrence seaway, 
we pointed out, was essential for the continued forward momentum of the 
economy. 

Shortly after the start of the Korean war the CIO executive board adopted a 
detailed statement of economic policy. We called for vigorous programing and 
planning of the mobilization effort in order to break bottlenecks before they arise. 
Agi n we emphas'zed the urgent need for expanding our basic industrial capacity. 
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CIO ADVOCATED MATCHING CONTRACTS WITH SURPLUS LABOR AREAS 


Ever since Korea, the CIO has been in the forefront of the fight for an effective 
over-all stabilization program, based on the principle of equality of sacrifice. 
Had we stabilized the economy—and avoided the impact of inflation—some of the 
current economic dislocation could have been avoided. 

Again and again, the CLO has proposed proper planning of the mobilization 
effort, dovetailing of material curtailment orders with defense production and 
the placement of defense contracts in areas of existing manpower and facilities. 

The CIO convention, held last November, stated : 

“Procurement policies for the effective execution of the mobilization effort 
should show from planned defense-production programs. They should be based 
on the placement of defense contracts in areas of existing plants and manpower, 
with special attention given to prevailing labor standards. 

“Areas of substuntial unemployment at present must be given priority by pro 
curement authorities for the placement of Government contracts.” 


For the UAW-C1O 

The first entry is July 4, 1945, a proposal to keep war plants on a stand-by 
basis, producing civilian goods, and adaptable to a quick shift to defense pro 
duction. 

On July 21, 1947, we called for an expansion of steel capacity to provide a 
minimum of 100 million tons by 1950 and 120 million tons by 1953. The spokes- 
man for the American Lron and Steel Institute opposed this program, declaring 
that steel capacity was already in excess of need and that by 1953 we would 
need only 7S million tons capacity. 


BEFORE AND AFTER KOREA UAW-CIO URGED BREAKING OF BOTTENECKS 


One month later, August 20, 1947, we again urged expansion of production 
capacity of steel and other basic metals. President Truman incorporated this 
proposal in his January 1948 message to Congress. 

In March 1949, the CIO housing comittee proposed a program to “provide homes 
for people, jobs for prosperity, and planes for peace” by utilizing idle Govern 


ment-owned aircraft plants for the mass production of low-cost housing. Had 
this been done the Nation would have had aircraft plants fully manner with 
trained manpower able to shift quickly to volume production of military aircraft 
following the Korean outbreak. ; 

On July 20, 1950, 26 days after the Communist attack on South Korea, we 
warned both Government and industry that material shortages would create 
widespread dislocations and mass uneemployment unless (1) production of 
basic materials was increased; and (2) curtailment of civilian production was 
coordinated with the placement of defense contracts. 

With the exception of several small auto companies, industry brushed off our 
proposal for a joint conference, stating that we were unduly alarmed about 
the question of economic dislocation and growing unemployment. 


AN EIGHT-POINT PROGRAM FOR DEFENSE MOBILIZATION 


Thereafter, step by step and again and again we have offered proposals that 
materials bottlenecks be broken, production expanded, and essential civilian 
and defense production closely geared to prevent loss of production and employ- 
ment. Last January 13 and 14, when our national conference on defense unem 
ployment was held in Washington, D. C., we urged on the Federal Government 
the following eight-point program: 

1. Enact a Federal unemeployment-compensation bill. Defense mobiliza 
tion policies are responsible for lay-offs. Congress has acted to protect 
corporations—it must act now to protect laid-off workers and their families 

2. Continue essential civilian production until defense jobs are available 
Keep people at work making the things we need. Rush defense jobs into 
civilian-production plants to balance curtailment in civilian production. 

3. Dovetail defense work in civilian plants. Make defense jobs available 
earlier. Minimize the need for new machines and new plants by fully 
utilizing existing plants for both defense and civilian production. 

4. Place defense contracts on a negotiated basis. Stop saving pennies by 
competitive bids and wasting millions of lost productive man-hours through 
unemployment. Put the jobs where the workers are. 
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5. Break the machine-tool bottleneck. Use the tools we have to make the 
tools we need. The automobile, truck, and agriculture-implement plants can 
build Bullards, mills, lathes, and other machine tools. 

6. Establish a technical task force on critical materials. Stop the waste 
of critical materials which is robbing workers of their jobs. Save critical 
materials by finding satisfactory substitutes. 

7. Initiate Nation-wide scrap campaign. Collection of copper, aluminum, 
and steel scrap in the back yards and alleys in America means putting people 
to work in the plants of America. 

8. Free the American economy from the stranglehold of monopoly and 
scarcity. Expand basic productive capacity of copper, aluminum, steel, 
and other scarce materials. Stop wasting critical metals by nonessential 
plant construction. 

C1O has consistently advocated and worked for an expanding economy freed 
of material and other bottlenecks, stronger in peace, defense, or war. 

In asking now for the enactment of H. R. 6174, we want to emphasize that we 
do not consider this a substitute for other necessary positive steps to insure full 
production and full employment. No one will be more delighted than our 
members if the executive branch and Congress move into high gear and bring 
about improvements that will bring about full production and employment. But 
until these are achieved, protections afforded by H. R. 6174 are necessary. 


200,000 JOBLESS IN AUTO INDUSTRY—43,000 HAVE EXHAUSTED BENEFITS 
. 


In the auto industry, which during World War II was a major part of the 
arsenal of democracy, approximately 200,000 workers, able, willing, and eager 
to turn out defense and essential civilian production, have lost their jobs. In 
the State of Michigan, almost 48,000 unemployed workers have already exhausted 
their unemployment-compensation-benefit rights in the past 12 months. The rate 
of exhaustion is rising rapidly (see table I11) and it is predicted that large-scale 
unemployment will continue for many months. Subsequently, 2s defense pipe- 
lines are filled and military and civilian production changes to meet developing 
conditions, further dislocations can be expected, even with substantial improve- 
ment in defense-mobilization policies and administration now promised. 

While f will talk primarily about the unemployment in the auto industry and 
the problems of the unemployed workers in Michigan, this is not a Michigan prob- 
lem. It is not a problem of any given State or city but is really general through- 
dut the country, and affects many of our basic industries. 

In fact, according to the latest report of the Bureau of Employment Security. 
there were as of March 15, 1952, 21 major labor-market areas of substantial 
labor surplus, and 14 smaller areas which also had substantial surpluses. 

Among the largest of these areas are New York City, Detroit, Providence, 
Grand Rapids, and Flint. They include areas in 12 States: Massachusetts, New 
Hampshire, Rhode Island, New York, New Jersey, Pennsylvania, Maryland, 
Michigan, Indiana, Illinois, Texas, and North Carolina. 

In addition, there were exactly 101 other areas which had what the Bureau of 
Employment Security terms a “moderate labor surplus.” These 101 areas include 
such large metropolitan centers as Boston, Newark, Philadelphia, Pittsburgh, 
Birmingham, Mobile, Savannah, Memphis, Nashville, Knoxville, Chattanooga, 
Akron, Minneapolis-St. Paul, New Orleans, Galveston, Houston, Fort Worth, San 
Antonio, Salt Lake City, Phoenix, Los Angeles, San Francisco-Oakland, Portland, 
Oreg., Seattle, Tacoma, and Spokane. 

The list of 101 areas also includes many smaller labor markets where unem- 
ployment percentagewise is of real concern to the communities as well as the 
Nation. 

Among the 174 major production areas of the Nation, fully 122, or more than 
two-thirds, are classified as areas of labor surplus. There are centers of unem- 
ployment in every part of the country—North, South, East, and West. These 
136 labor surplus areas (including the 14 smaller areas of substantial surplus) 
are located in 38 States and the Territory of Hawaii. 


BENEFITS AS PERCENTAGE OF WAGES HAVE DROPPED SINCE 1939 


H. R. 6174 is needed because, in no State do the weekly benefits remotely ap- 
proach adequacy for workers and their families accustomed and entitled to an 
American standard of living. (See table I.) 
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Thirteen years ago average benefits were nearly half of average weekly earn- 
ings; today they are less than one-third of weekly earnings. And, according to 
what we are told about price trends in the next 18 months, the buying power of 
these benefits will shrink. 


UNEMPLOYMENT MEANS INCOME DROP OF 64 PERCENT IF SINGLE, 53 PERCENT IF 
WITH DEPENDENTS 


We ask the committee for a moment to look at our economy from the point of 
view of a worker, who when employed, is paid, let us say, $75 per week and who, 
assuming he lives and worked in Michigan, is entitled to weekly benefits of $27, 
if without dependents, and allowances of $2 for each dependent child up to a 
maximum of 4, making his possible total maximum weekly benefit for himseif 
and all dependents $35. 

At the moment he is laid off, his income is slashed by 64 percent if he is without 
dependents or 53 percent if he has four or more dependents. (In many States the 
cut is deeper.) 

He has housing, rented or being purchased ; he and his family have some roots 
in the community ; their children are adjusted in school. 

Now all this is threatened because of defense mobilization policies. We in- 
clude in mobilization policies not only cut-backs of scarce materials, curtailment 
of certain lines of production and construction, restrictive credit policies which 
we consider discriminatory and unfair, but also price inflation and tax increases 
that for lower incomes are almost at World War II levels, while higher incomes 
are taxed more tenderly in terms of net income left after taxes. 

What this worker wants first and most is his job back, with his accrued 
seniority, accrued pension rights and other very real values won in years of work, 
of organization, and collective bargaining. 


SHUT-DOWNS AND IDLENESS NOW SEEM CRIMINAL NONSENSE 


It does not make sense to this unemployed worker and his family to be advised 
to leave their community, to leave a modern factory, mill, or shop that is built, 
fully equipped, and ready either for defense or essential civilian production and 


to start over somewhere else, pulling up his family’s roots and planting them 
again elsewhere, if and when he finds employment. 

To an unemployed worker fully aware of the need for productive strength in 
this emergency, it seems criminal nonsense, an offense against national security, 
to break up a productive complex of skilled, willing, and patriotic workers, of 
efficient plant, machinery, and managerial know-how, particularly when each 
day the press and radio report our production shortcomings in military and 


civilian goods. 
SOME CONSIDERATION GIVEN OTHER GROUPS AND INDIVIDUALS 


Moreover, it is like salt in an open wound for such workers, suffering degrada- 
tion of their family living standards and disruption of their life plans, to see at 
the same time the consideration accorded other segments of the economy and 
individuals, for example: 

(1) Accelerated amortization on more than $14.6 billions of new plants, a 
considerable number of such plants having peacetime uses and profit possibilities 
and whose construction was primarily intended and designed prior to Korea for 
such civilian purposes. 

(2) The split-income provisions of the present tax law which amounts to $2.5 
billions in tax relief for higher-income individuals; 

(3) Depletion allowances on oil, gas, coal, and many other natural resources, 
including oyster shells; 

(4) Family partnerships that recognize infants as working partners for tax 
purposes ; 

(5) Carry-back and carry-forward tax provisions; 

(6) Stock option tax provisions; 

(7) Premiums assured to high-cost operations in order to get essential pro- 
duction : 

(8) Subsidies given airlines, merchant marine, and shipbuilding ; 

(9) Government insurance of home loans that provide a rich gravy train for 
lenders, speculative builders, and other branches of the real-estate business ; 

(10) The price and profit profection given manufacturers, wholesalers, re 
tailers, and farmers under the Defense Production Act. 
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We recognize the fact that reasons can be advanced for many of these and 
other “incentives.” But they cannot stand up under any single moral standard 
of equality of sacrifice unless, at the same time, workers and their families thrown 
into unemployment during this emergency are given at least enough income to 
maintain themselves at a minimum American standard of living. 

So we have four reasons for urging enactment of H. R. 6174: It is economi- 
eally wise; it is socially desirable; it is morally right. And finally, precisely 
because this is so, we need this action as part of our defensive and offensive 
armor and program in the unceasing world-wide contest for the minds, hearts, 
and loyalties of mankind. 


ARGUMENTS AGAINST H. R. 6174 ANALYZED AND ANSWERED 


What, then, are the reasons which have been offered in opposition to the enact- 
ment of H. R. 6174? 

First, it is argued that the unemployment which exists is perfectly normal and 
that there is therefore no need for this special measure. 

This argument is advanced with particular reference to the Detroit area 
were, in March, according to preliminary figures, the jobless numbered 85,000, 
or 5.9 percent of the labor force—twice the unemployment percentage that 
prevails nationally. In the whole State 145,000 were unemployed. 

The startling discovery that this unemployment is “normal” springs from a 
depraved double standard that considers Government assistance wise and desir- 
able when given to corporations but unsound and destructive when designed 
to relieve the hardships and hunger of jobless workers and their families. 

This is evident from the transformation in the attitude of Willis Hall, secre- 
tary of the Detroit Board of Commerce, who appeared before the Senate Finance 
Committee in opposition to the companion bil! to H. R. 6174. 

Last July, Hall expressed alarm loudly and at length over the prospect that 
unemployment might arise to 90,000 in the Detroit area. Yet when it actually 
exceeded 100,000, Hall described it as “normal.” It has now become apparent 
that the primary objective of Hall’s expression of concern was not more work 
and wages for the city’s jobless but more profits for the corporations that support 
his organization through increased allotments of materials for civilian 
production. 

Such an increased material supply, necessary and proper as a means to re- 
employ workers displaced from civilian jobs before defense work is ready for 
them, happens to be a form of unemployment relief in which industry shares. 
Hall was cynically and hypocritically willing to make use of the hunger of the 
unemployed workers’ children to obtain materials to maintain the profits of his 
corporate constituents. But when it was proposed that the Government meet 
its responsibility by taking direct steps to feed those same hungry children, 
Hall’s contribution was irresponsible and heartless statistical jugglery purport- 
ing to prove that the situation was “normal,” that nothing need be done. 

In support of his perverted efforts to prevent action on behalf of his city’s 
unemployed, Hall referred the Senate Finance Committee back 12 years. 

“We had, at that time in March of 1940,” he said, “424,000 people in industrial 
employment in the Detroit area, and at that same time we had 143,000 workers 
unemployed in the relatively good year of 1940.” 

Here we have Hall’s concept of what is “normal” unemployment. In March 
1940, there were unemployed in the United States 8,860,000 workers, or 15.4 
percent of the civilian labor force. If we were presently enjoying the same 
kind of “relatively good year,” unemployment in the United States today would 
total 9,500,000. If today we were to have the March 1940 ratio of unemployment 
to industrial employment in Detroit, there would be 216,000 jobless walking the 
city’s streets. 

The remainder of Hall’s “proof” of the “normality” of present unemployment 
in Detroit consisted of unemployment figures for certain carefully selected 
months in the past and of comparisons with averages of unemployment for a 
period including both the recession of 1949, and recent months which themselves 
were affected by heavy defense unemployment, as well as months when severe 
unemployment resulted from a variety of other unusual factors. 

Following Hall's Senate testimony, the Michigan Employment Security Com- 
mission made its own analysis of present unemployment as compared to the past 
and stated the following conclusions: 

“Current unemployment in Detroit is distinguished from postwar peaks in the 
area by its long and continuing duration. Monthly exhaustions of benefit rights 
have increased 210 percent and the workers are faced with an equal or longer 
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period of idleness before the major defense contracts promise to restore the 
demand-supply balance. 
“Not all of Detroit's unemployed will find work when defense production in the 


area is fully under way.” 

(Source: Michigan Employment Security Commission, Detroit Labor Market 
Letter, February 1952, p. 9.) 

The State agency's finding that defense work will not suffice to relieve Detroit's 
unemployment remains true despite the much publicized volume of procurement 
contracts recently placed in the area. The overwhelming bulk of these represent 
extensions of present contracts which will not add to defense employment but 
will merely serve to prevent lay-offs that would otherwise have occurred as past 
contracts ran out. According to the distressed defense areas task force, the new 
contracts placed in Detroit during February will provide only 32,000 man-months 
or less than 2,700 man-years of work. 

Similarly, although recently announced increases in civilian automebile pro 
duction quotas will be helpful, much unemployment will remain when the higher 
production schedules are permitted to be put into effect. The passenger car 
production ceiling projected for the third quarter of this year is 1,150,000, in 
contrast to actual production of close to 1,900,000 cars during the peak third 
quarter of 1950. 

PROGRESS MADE IN GETTING JOBS BUT HEAVY UNEMPLOYMENT CONTINUES 


We have made some progress both in bringing new defense work into the De 
troit area and in gaining increased materials to employ on Civilian jobs workers 
for whom there is no defense work available. We hope that the months ahead 
will see further improvement in the situation. 

Meanwhile, close to 100,000 Detroit workers are still jobless “and their need 
for the assistance provided by H. R. 6174 is immediate and urgent. 

But the need for H. R. 6174 will not end even if and when they and those like 
them in the other areas of defense unemployment are all reabsorbed in produc 
tive employment. 

The experience of World War II teaches us that a military production program 
is fraught with uncertainties and unpredictable dislocations to the workers en 

in it. Battlefield experience leads to repeated changes in production 
emphasis from one military end item to another. New advances in military 
technology make some items obsolete while it creates demand for others. If a 
truce should come in Korea, the military production program would be either 
cut back or drastically rearranged with more emphasis on long range defense 
needs and less on material for immediate front line use. 

With each of these changes would come the sudden shock of unemployment for 
the workers engaged in production of the military products in reduced or dis 
continued demand. 

Even if there were no present defense unemployment, H. R. 6174 would be 
needed as stand-by legislation ready to hand to reduce the hardships that will 
flow from the dislocations inevitable under any defense production program. 
It is needed to help in the future those suffering from the change-over from one 
defense product to another, as it is needed now to help those suffering from the 
change-over from civilian to defense production. 


DISTORTION OF FACTS ABOUT INADEQUATE BENEFIT PAYMENTS 


Next, it is argued that State benefits are adequate. It is stated that benefit 
levels under State laws have more than kept pace with the cost of living and the 
increase in wage standards. That is not true. There has been a deliberate and 
willful distortion of the facts in order to gain a selfish advantage. Table II 
points out, State by State, the decrease in the ratio of maximum weekly benefit 
amount to average weekly wages from 1939 to 1951. 

The undeniable inadequacy of present State benefits is shown in table I, which 
compares those benefits with the cost of the stripped-down standard of living 
represented by the BLS City Worker’s Family Budget. 

H. R. 6174 has also been misrepresented as “encouraging idleness” by providing 
unemployment compensation benefits which, though limited to 65 percent of 
weekly wages for workers without dependents up to 75 percent for workers with 
four or more dependents, are alleged without any proof whatever to provide 

“larger weekly benefits than real wages for some workers.” 

We have been unable to discover any instance under any reasonable hypothesis 
in which combined State and Federal benefits limited as provided in section 4 
(b) (3) would yield an unemployed worker, with or without dependents, more 
than his take-home pay or “real wages.” 
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H. R. 6174 does not even assure unemployment compensation payments equal 
ft» take-home pay. We believe such payments would be justified, considering 
workers’ needs and the fact that every worker unemployed today should be fully 
employed in either defense or essential civilian production in order to meet in 
full strength the inexorable and ruthless challenge of Comiounist aggression. 

If it can be shown that, in any instance likely to occur outside a statistician’s 
nightmare, such traximum payments would amount to more than take-home pay, 
this committee can easily safeguard against any such unintended occurrence 
by inserting a proviso that, in addition to the percentage limitations, in no event 
shall combined State and Federal payments exceed take-home pay. 

It must also be pointed out that, under existing State benefit schedules, many 
lower paid workers, with and without dependents, receive benefits which exceed 
the top percentage limitations in H. R. 6174.) This bill would establish, through 
Federal supplementation, relationships between benefit rates and earnings levels 
for higher paid workers more nearly approximating the relationships which 
now exist under State laws for lower paid workers. The staff report of the 
House Ways and Means Committee in 1946, in considering the question of 
whether henefits which provide a uniform percentage of wage loss to all workers 
would make unemployment too attractive to higher paid workers, pointed out 
that “it is not clear’ why the will to work of a higher paid worker would be 
dulled by compensating him for a reasonable percentage of wage loss while 
an individual who receives less in wages would not be so affected. 


BRILL WOULD NOT PEDERALIZE BUT WOULD CONTINUE STATE SYSTEMS 


When false objections cited above have been exposed, it is then argued that the 
enactment of H. R. 6174 would federalize our present unemployment compensa- 
tion systems. In fact, it is on this so-called issue of “States’ rights” that most 
of the arguments presented against this bill have been based. The committee 
will recognize such appeals as spurious and irrelevant. 

While H. R. 6174 proposes to meet national responsibility through Federal 
action, such Federal action is made contingent upon State initiative. Only after 
a State has exercised this initiative, through its elected chief executive, cer 
tifying to the United States Secretary of Labor that substantial unemployment 
exists in areas within his State, would H. R. 6174 become operative in the State. 


IN THIS EMERGENCY, H. R. 6174 ACCEPTS STATE SYSTEM AND INITIATIVE 


And then, Federal supplemental payments, to be disbursed by the State along 
with payments of State benefits, are wholly dependent upon State laws and 
regulations as to eligibility, disqualification, extended waiting periods, amounts 
and duration of weekly benefits and applications of the “suitable work” test on 
penalty of being cut off from further benefits if such work is refused. This bill 
does not interfere with, restrict, nor in any way change State provisions or their 
administration. 

We want to underline the fact that, in giving our support to this bill in its 
present form, we are setting to one side to meet an emergency situation, but 
not abandoning, fundamental principles and policies in unemployment insur- 
ance relating to minimum Federal standards and to a uniform national system 
of adequate unemployment insurance. 

H. R. 6174 is shaped in the hope that, by avoiding and setting to one side the 
issues of States’ rights and State initiative and standards of administration, 
the Congress will meet present needs promptly insofar as they can be met by 
Federal aid and incentive to a State system. 


WHERE WERE CRIES OF STATES’ RIGHTS WHEN OTHERS WERE BEING HELPED ? 


It is a curious anomaly that when the Congress provided for financial assistance 
to corporations and when you enacted other legislation to assist other segments 
of the economy, no State came to Congress and said “Keep your hands off; that 
is our job; that corporation was incorporated in Delaware, or Michigan, or Ili- 
nois, or Kentucky, or Rhode Island.” No representative of a manufacturers’ 
association or chamber of commerce came in and pleaded with the Federal 
Government to let the States meet the problem. Now that you are considering 
legislation which deals with human beings whose unemployment is due to de- 
fense mobilization policies, the States say, “That is sacred ground. Don’t 
touch that. There is not Federal duty here.” 

We reject and we hope the committee will reject the double standard that 
would supply Federal aid to corporations and deny it to human beings, waiving 
States’ rights in one instance and citing them as a pretext in the other. 


97697—52——10 
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To achieve success with the least expenditure of time, lives, money and 
materials, we should be employing every available worker. Were we able to 
do this, we would be thousands of lives, billions of dollars and years nearer the 
goal of a free and peaceful world. And the need for H. R. 6174, except on a 
stand-by basis, would not exist. But our defense mobilization planning, policies, 
and administration as yet appear unequal to this job. 

In some quarters it is proposed to use unemployment and destitution to force 
workers to move about the country in search of jobs. This amounts to a pro- 
posal to use hunger of workers and their wives and children as an instrument of 
national defense mobilization policy. 

Old problems of unemployment are ignored and grow worse, new soft spots 
of unemployment appear. 


INACTION WILL HARM NATION'S WELFARE AND ITS STRENGTH 


Neither old nor new areas of unemployment can be ignored, postponed, or 
disposed of by adequate measures, except at heavy cost to our economy, to the 
welfare, health and strength of millions of our citizens. 

This tragic and dangerous toll hits the children from whose ranks—to put it 
on the basis of armed strength—we must draw the young men for the air and 
ground forces, the Navy and the Marines in the unknown number of years to 
come before we have world peace. And from their ranks also must come much 
of the scientific brains, the productive know-how, skill and strength and the 
standards of humanity without which the greatest armed strength that 160 
million citizens of the United States of America can put together would be sacri- 
ficed in an onslaught by Communist aggression utilizing the regimented man- 
power and material resources of an expanding perimeter of satellite nations. 

We must make and keep ourselves strong in terms of every last human being’s 
health, welfare, dignity, and hope for the future. We must do this to have full 
productive strength year in and year out, for the duration of the contest, in 
both military and civilian production, for our own defense and for the aid of 
our allies in both military defense and in the continual strengthening of their 
ovn economies and the strengthening of their social and political life. 

This is a total job, a total mobilization that as we must do as free people, 
under our Constitution, as citizens through our elected legislatures and Congress. 

H. R. 6174 is, of course, not the whole job. But it is an essential part of that 
job. If we seek to evade this challenge, if we allow unemployed workers and 
their families, whose sons and brothers may be in Korea, to be economically 
submerged during this emergency, while some corporations and high-income 
individuals are maintaining and even improving their economic condition, then 
we will have inflicted grave injury upon our own economy and the morale of 
the American people; we will have weakened our position in the world, in the 
eyes of watchful people everywhere who day and night measure and balance 
and decide between the performance of democracy and the untested promises of 
a cynical Communist propaganda machine employing upside-down standar¢ds 
of morality and behavior. 


NOT AN EXPENDITURE BUT AN INVESTMENT 


To the extent that those responsible for defense mobilization policies are 
unable to provide full employment, that is, full utilization of existing productive 
plant and manpower, the obligation in H. R. 6174 will cost some money. To 
the extent, however, that action is taken to implement both such proposals as 
we have made and the announced official policies relating to manpower, H. R 
6174 will cost little and will be at hand ready for use if and when new need 
arises. At most, the cost of H. R. 6174 will be an infinitesimal part of the total 
costs of defense. Looked at as an insurance, as essential maintenance of the 
human element in our productive resources, more important than expenditures 
for the safeguarding and maintenance of physical plant and machinery, the 
greatest conceivable expenditure would be no expenditure at all but rather an 
investment. H. R. 6174’s largest probable cost would be a small fraction of 
the costs of measures already enacted by the Congress to assist other groups 
in the economy during this emergency. 

The hard economic-political fact is that to tell workers to look to their State 
legislatures is to offer them a stone when they and their families need bread. 
Action by State legislatures to improve benefits as to amount and duration at 
the present time has proven impossible. 

The Michigan Legislature has been in session since the early part of January. 
Although, when proposals for Federal supplementation of State benefits were 
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first made, the newspapers indicated that the State legislature would probably 
increase the State benefits, no action has been taken. No bill proposing an in- 
crease in the weekly benefit amount has been acted on by any committee. And 
the deadline for committee action is now past. The only bill which has been 
reported out would extend duration for a limited group and for a temporary 
period by 6 weeks. But tied to this inadequate measure is a proposal to change 
the merit rating system to reduce employers’ unemployment compensation con- 
tributions by $1314 million for the year 1953. 

No State has acted during the year 1952 to increase unemployment compensa- 
tion benefits. 


UNITED STATES GOVERN MENT HAS RESPONSIBILITY ; FEDERAL ACTION WILL STIMULATE 
STATE ACTION 


But even if a State legislature could or would act, we are considering an 
emergency situation which was not created by the States of Michigan, New York 
or Indiana. The States of Michigan, New York, and Indiana did not individually 
decide to shift the national economy from peace to defense. Nor did the States 
of Georgia, Illinois, Maine, Virginia or Oklahoma decide to cut back on the 
amount of raw materials which could be used for the production of less essential 
items. All these and other accompanying decisions were made by the United 
States acting through its legislative and executive branches. The unemployment 
and the cost arising therefrom are therefore the responsibility of the Federal 
Government. 

Action to improve benefits and extend duration is more likely in all States if 
the Federal Government—which is responsible for the unemployment because 
Congress, defense mobilization authorities, and the military procurement agen- 
cies have ignored basic national policies, including the commitments in the Em- 
ployment Act of 1946—will now step up to its obligation by making supplementary 
benefits available as provided in H. R. 6174. 

The need is great. It grows greater day by day as the savings of hundreds 
of thousands of American families are depleted, as benefit rights are exhausted, 
as debt is incurred, as needed food, clothing, health, and educational services 
are forfeited and as these unemployed read of new series of upward price ad- 
justments and rich corporate profits both before and after taxes. 

H. R. 6174, in our opinion, proposes a bare minimum program for weathering 
the economic dislocations and resulting unemployment during a national emer- 
gency that may last a generation. 

Enactment will make it possible for States to act, with the help of the Fed- 
eral Government, to maintain the standard of living of workers who are trained, 
ready, and willing to work but who cannot find employment because of disloca- 
tions in the national economy during the emergency. 

The States are free to accept or reject this help. 

The legislature of each State is free to improve or to refuse to improve the 
unemployment compensation benefit structure; the people of each State are 
free to urge the legislature one way or the other. 


A PROPOSAL MADE IN GOOD FAITH TO GET EMERGENCY ACTION QUICKLY 


Although the products made by the workers we represent are sold in national 
markets under national price structures, and although most of the essentials of 
life which they must buy are priced on a national scale, we are here today to 
propose in good faith, in this period, and for this period only, we will try to 
make the best of the existing State unemployment compensation laws, with all 
their variations as to eligibility, amounts and duration of benefits, and their 
varying application of the “suitable work” standard written into the Federal 
law. 

We sincerely hope that you will speedily recommend and the Congress will enact 
this legislation for the emergency, leaving to a later day the debate over uniform 
Federal standards and an outright national system of unemployment insurance. 

This is not a matter of political or economic theory. The issue is one of 
human need for survival, for health and for security of the individual worker 
and his family in a free society such as ours. 

The peoples of the world who are our indispensable allies in the struggle to 
preserve democracy will not be overly impressed or inspired by what we do to 
maintain or enhance the profits of corporations in the transition to a defense 
economy. They will be greatly reinforced in their devotion to democracy by the 
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example of a great Nation which, even while engaged in a multi-billion-dollar 
rearmament program, attends to the needs of families whose welfare is threatened 
by the dislocations of defense mobilization. 

Prompt enactment of H. R. 6174 will help to make us strong both at home and 
among the nations of the world. 


TABLE I.—Marivnum weekly unemployment compensation benefits compared to 
the Bureau of Labor Statistics city worker's family budget for an unemployed 
worker's family of 5 persons, December 1951 . 


Alabama 

Do 
Arizona 
Arkansas 
California 

Do__.. 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 

Do 
Idaho 
Il nos 
Indiana 
lows 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 

Do 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey... 
New Mexico 
New York 

Do. 
North Carolina 
North Dakota 
Ohio 

Do 
Oklahoma 
Oregon 
Pennsylvania 

yo 


Do 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 

Do 
Washington 
West Virginia 
Wisconsin 
Wyoming 


Maximum 
weekly unem- 
ployment com- 

pensation 

benefit 


With 

no de- Family 
pend- of 4 
ents 


. 00 
0o 
00 
00 
25.00 
25. 00 
0 
00 
25. 00 
. 00 
. 00 
00 
00 
25. 00 
7.00 
00 
». 00 
uo 
00 
25. 00 
25. 00 
25. 00 
25. 00 
27.00 
25. 00 
00 
25. 00 
25. 00 | 
00 | 


. 00 | 
| 








Unemployed city worker's family May 
budget ! 


Birmingham 
Mobile 


Los Angeles 
San Francisco 
Denver 


Washington 
Jacksonville 
Atlanta 
Savannah 


Chieago 


| Indianapolis 


New Orleans 


| Portland 
| Baltimore 


Boston 
Detroit 


| Minneapolis 


| Kansas City 


St. Louis 


Manchester 


| Buffalo 


New York 


Cincinnati 
Cleveland 


Portland 
Philadelphia 
Pittsburgh 
Scranton 


Memphis 
Houston 


Richmond 
Seattle 


Milwaukee 


Weekly un 
budget | benefit 
deficit, 4 
family |Pereent 


age of 
of 4 fami! 


Amount budget 


$71.35 
66. 62 


73. 23 
73. 71 





! Bureau of Labor Statistics, City 


Source: Daily Labor Report, Jan. 31, 1952, p. B-3. 


; Worker's Family Budget, brought up to date by Bureau of National 
Affairs. Includes cost of goods, services, and rents only, for an unemployed wage earner, his wife and two 
children. Excludes income taxes, old-age insurance, cocupational expenses, and life-insurance premiuts 
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TABLE II.—Ratio of marimum weekly benefit amount in unemployment insur- 
ance, July 1939 and February 1952, to average weekly wage in covered jobs, 
July-September 1939 and April-June 1951, by States 





Average weekly 
wage in covered Ratio (percent) of - 
jobs 


Maximum weekly 
benefit amount 


Maximum Maximum 
July 1989 | February 
July- -| to average 1952 to 
Septem- weekly average 
ber 1939 wage July- weekly 
September wage April- 
1939 June 1951 


July | February 
1939 1952 


Total, 51 States 


- 


Alabaliia 

Alaska 

Arizona Pisod 

Arkansas... ....... 

California 

Colorado 

Connecticut 

Delaware iia 

District of Columbia 

Florida 

Georgia. _..- 

Hawaii. 

Idaho 

Illinois 

Indiana 

lowa =F maitibeis 

Kansas Pace ~i oi < f 28. 00 
SES at se eerer 24. 00 
Louisiana ae 2 oe + ; ' 25, 00 
Maine on omaha ‘ : { 25.00 
Maryland. _. P , f 25. 00-33. 00 
Massachusetts... 4 5 125.00 
Michigan. . ‘Sy. & why eee as " 27. 35, 00 
Minnesota 25. 00 
Mississippi . 00 
Missouri 25. 00 
Montana 00 
Nebraska 00 
Nevada . 00 
New Hampshire -_- 00 
New Jersey - . 00 
New Mexico.. 5.00 
New York 00 
North Carolina 30. 00 
North Dakota. . 25. 00-31. 00 
Ohio... 28. 00-33. 00 
Oklahoma 22.00 
Oregon \ 25. 00 
Pennsylvania 30. 00 
Rhode Island 25. 00 
South Carolina 20. 00 
South Dakota 22.) 
22. 00 
20. 00 
a 4 27. 50 
Vermont... ... : 25. 00 
Virginia 5 | 20. 00 
Washington _-- ath 30. 00 
West Virginia __.-. { 25. 00 5. ; 
Wisconsin. - ..---. f 30. 00 7. 67. 62 
Wyoming Gasewnd ation eobxs | 25.00-31. 00 58. 55 


DA tie eK OD 


oove 


SreuNaAaetew 
Swot SS 


-JC 
one 


44. 9-55. 
40. 00-47 


eee ee ee) 
- Ds = te , ~ os 
de OOD I oe te 


yor or cr 


ZBAnow 


! When 2 amounts are given, higher includes dependents’ allowances except in Colorado where higher 
amount includes 25 percent additional for claimants employed in Colorado by covered employers for 5 
consecutive years with wages in excess of $1,000 .per year_and no benefits received. In the District of 
Columbia same maximum with or without dependents. Maximum augmented payment to individuals 
with dependents not shown for Massachusetts since any figure presented would be based on an assumed 
maximum number of dependents (highest paid $51). 
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TaBLe III.—Monthly erhaustions of unemployment compensation benefits, 
Michigan and Detroit metropolitan arca,’ October 1950 to February 1952 
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! Includes exhaustion of veterans’ benefits under Servicemen’s Readjustment Act. 
1 Wayne, Oakland, and Macomb Counties. 


Source: Michigan Employment Security Commission. 


Mr. Mazer. Mr. Chairman, I am here primarily to testify on the 
needs of H. R. 6174, dealing with the question of supplementing un- 
employment compensation for workers. I would like to state that 
the CLO has a very good record for trying to make certain that we 
have full employment in America and in supporting the kind of legis- 
lation that would minimze the problem of workers who become un- 
employed. We have supported all of the progressive measures that 
have been introduced in the Congress dealing with questions of em- 
ployment, dealing with questions of jobs, dealing with the problems 
of the employees, of taxations, and all other measures that are geared 
to help solve the basic problems of the people of our Nation. 

We have unemployment today in large sections of our country 
through no fault of the unemployed. Unemployment has _ been 
brought abov: as the result of dislocation caused by our trying to 
maintain a « vilian economy along with a defense economy. Our 
particular problem is the result of action taken by Government agen- 
cies in trying to spread materials for defense, and at the same time 
produce civilian goods to meet the needs of the people. 

Then the problem that we have is not limited to any State, to the 
State of Michigan, or to our particular industry, the automobile in- 
dustry in Michigan. It is a national problem. There are some 13 
States that have this problem today of large segments of unemploy- 
ment: Massachusetts, New Hampshire, Rhode Island, New York, New 
Jersey, Pennsylvania, Maryland, Michigan, Indiana, [linois, Texas, 
and North Carolina. And there are some 101 areas which include 
many large cities, such as Boston, Newark, Philadelphia, Pittsburgh, 
Birmingham, Mobile, Savanah, Akron, Galveston, Houston, Fort 
Worth, San Antonio, San Francisco, Los Angeles, Oakland. Portland. 
Oreg., Seattle, Spokane, and others. 

There are many sections of the country in which we have serious 
problems of unemployment. 
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The particular industry that I am basically concerned with, the 
automooile industry, we have approximately 200,000 workers unem- 
ployed. And in the State of Michigan there are currently about 
48,000 exhausted workers. In the city of Detroit alone there are 
something like 85,000 job workers. These workers have become unem- 
ployed through no fault of their own, in the policy of trying to main- 
tain the civilian and defense economy, side by side. We have found 
that the Nation does not have sufficient sources of raw material to 
be able to operate on a full civilian economy, and at the same time 
take care of the defense needs of the Nation. 

Consequently, some of the basic materials, such as steel, copper, 
and aluminum have to be taken out of the civilian economy in order 
to —, — tanks, and guns and various other implements of 
defense, and as a consequence there has been a sharp cut-back in the 
production of automobiles, the production of trucks, and the produc- 
tion of various other goods in order to have this material available for 
use in the defense program. 

I might add also that during the past 10 years, the CIO, and in our 
union particularly, has fought to expand the steel industry, to expand 
the aluminum industry and to expand the copper industry, because 
we have felt all along that our economy calls for such expansion, and 
that it would give jobs to people, and was needed so that we would 
have basic sabhaniels available to be able to produce the goods to 


make jobs available in an expanding economy. 

We have advocated many programs to make that possible. How- 
ever, our programs have not received acceptance to the extent we 
think they should have, and as a result, through no fault of the workers, 


workers in our particular industry are jobless, as a result of the Gov- 
ernment’s restriction in the use of steel, copper, and aluminum, basic 
to the manufacture of automobiles and trucks. 

We have had a sharp reduction in the manufacture of cars. For 
example, in the third quarter of 1950 we were producing 1,900,000 
passenger cars, and we are now producing cars at a rate of approxi- 
mately 1 million for each quarter, and when you reduce production 
to that amount you also displace workers from their jobs. 

As I said, the unemployment we have suffered is*a result of gov- 
ernmental action. And, the Government has the responsibility of 
taking care of the basic needs of its people so that they will not have 
to make unnecessary sacrifices. 

We believe that if sacrifices are to be made in the Nation that they 
should be made on the basis of equity and that no segment of our 
tn should be asked to carry more than its fair share in this 
period. 

H. R. 6174 is needed because in no State is the weekly benefit ade- 
quate to maintain a decent living standard. There is attached to my 
principal statement a table which shows the amount of unemployment 
compensation the worker receives, and in that table we point out the 
average wage and the amount of money the worker needs for the 
family budget, and the amount of unemployment compensation they 
receive. 

For example, in Birmingham, Ala., a family of the worker needs 
$71.35 a week to maintain his family at a decent minimum standard. 
A family of four in Birmingham would receive $22 weekly unem- 
ployment compensation, leaving a deficit of $49.25. 
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In Chicago the family needs $71.44 of unemployment compensa- 
tion, and receives $27, which leaves a deficit of $44.44. 

In Detroit the average unemployment compensation a family re- 
ceives is $31, and the family needs $71.60, leaving a deficit of $40.60. 

That indicates the unemployment compensation which workers can 
receive at the State level are totally inadequate to maintain the work- 
ers and his family with even the minimum standard of decency for 
the family. 

The relationship of the unemployment compensation to the earn- 
ings of the worker has shifted in the past few years. Thirteen years 
ago the worker received about half of the average weekly wage in 
unemployment compensation. Today he receives about one-third of 
the weekly wage. 

There is no way the worker can live decently and maintain his fam 
ily on a decent standard on the unemployment compensation they 
receive now at the State level, in many States throughout the coun- 
try, basically as a result of the Government’s policy in the defense 
program. 

We believe, therefore, that the Government has a responsibility and 
that the Federal Government has the responsibility; and we favor 
the passage of H. R. 6174 in order to correct the injustice and to 
establish a measure of equity to take care of the basic needs of the 
people.” 

We believe that the passage of this particular law will provide 
the supplementary unemployment compensation. We are asking that 
the Government treat human beings at least to some extent the way 
it treats corporations. Congress has passed a number of measures 
that were aimed and directed to the protection of corporations during 


this particular period. Among the measures that were passed by 
Congress, there is one providing accelerated amortization on more 
than $14.6 billions of new plants, a considerable number of such plants 
having peacetime uses and profit possibilities, and whose construction 
was primarily intended and designed prior to Korea for such civilian 


purposes. 

Second, the split-income provisions of the present tax law which 
amount to $2.5 illions in tax relief for higher-income individuals. 

Depletion allowances on oil, gas, coal, and many other natural 
resources including oyster shells. 

Fourth, family partnerships that recognize infants as “working 
partners” for tax purposes. 

Fifth, carry-back and carry-forward tax provisions. 

Sixth, stock-option tax provisions. 

Seventh, premiums assured to high-cost operations in order to get 
essential production. 

Eighth, subsidies given airlines, merchant marine, and shipbuilding. 
In my State—as far as ships are concerned, the American ships of the 
United States have a subsidy for some $487 million, which is twice as 
great as the cost of this whole program, which we estimate will cost 
the Federal Government approximately $200 million. 

In addition to these subsidies, the Government has provided Gov- 
ernment insurance of home loans that provide a rich gravy-train for 
lenders, speculative builders, and other branches of the real-estate 
business. 
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Also, the price and profit protection given manufacturers, whole- 
salers, retailers, and farmers under the Defense Production Act. 

We recognize the fact that reasons can be advanced for many of 
these and other incentives, and that many of these measures are neces- 
sary, and we are not criticising them. We are simply asking that 
during this particular period of emergency, as far as people are con- 

cerned, they be accorded equal treatment. 

We believe that we ought to treat human beings at least as well as 
we treat cattle. Sometime ago the Federal Government recognized 
an emergency in the State of South Dakota when the cattle in that 
particular State were unable to get the proper feed, and when we used 
Government planes, airplanes, to fly in hay to take care of those cattle. 
Now, if we can do that for cattle, we ought to be able to pass emergency 
legislation to take care of the basic needs of the people. 

We are not giving people the same treatment as we are corporations, 
or as I have just mentioned, as we did in this particular case, as far 
as cattle are concerned. 

T do not want to take much more of your time, because IT want the 
other members of the committee to have an opportunity to make their 
presentation. 

Now, I would like to comment just briefly, Mr. Chairman, to the 
opposition to this legislation. Willis Hall, secretary of the Detroit 
Board of Commerce in Detroit, has testified before the Senate com- 
mittee, on an identical bill to the one introduced here, and submitted 
the argument that the unemployment we have in Detroit at the present 
time is normal unemployment. 

I am afraid that Mr. Hall makes the mistake in distinguishing 
between what we consider as average unemployment and normal un- 
employment. I do not believe that it would be possible to use that 
argument convincingly that 85,000 to 100,000 people unemployed in 
the city of Detroit, which means 6 percent of the total employable 
workers in the community, represents normal unemployment. If we 
use that kind of a yardstick, we certainly have the wrong idea of the 
way we are trying to help build America, because every single unem- 
ployed worker is a part of our economy. 

And, we take very sharp issue with the position Mr. Hall, secretary 
of the Detroit Board of Commerce, on the question of unemployment 
in the State of Michigan being normal unemployment. 

He has shifted his position on this particular question on numerous 
occasions, and I am afraid that the Board of Commerce of Detroit is 
much more interested in looking after the profits of corporations than 
they are in taking care of the basic needs of people. 

In fact, Mr. Hall and his organization in their opposition to the 
roposal for the automobile union, has gone to the extreme. Here we 
ave a watchdog protecting our new building, and Mr. Hall lives in 
a building alongside ours, the Alden Park Manor, in which they have 
some 400 little poodles living. They have tried to get our dog removed 
from the property. We do not mind him kicking our union, but when 
he starts icking our dog, I think his organization has gone a little 
too far. 

But the argument of some of the opponents is based on a historical 
opposition to organized labor. The argument made is that the State 
unemployment compensation benefits are now agequate. The people 
who make that argument make more in 1 day’s wages, and in some 
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cases make more in 1 minute than the beneficiaries of unemployment 
insurance secure in an entire week. 

Now, the question has been raised about unemployment, that it 
should be a matter for the States to handle this particular problem, 
and that if this bill is enacted, it will be Federal unemployment com- 
pensation. 

We think that is not sound. To begin with, the States are not respon- 
sible for this particular question. Then, in the State of Michigan we 
happen to have a Republican house of representatives, and a Republi- 
can senate that is not concerned with increasing the benefits of unem- 
ployment compensation. We are going to get some consideration to 
the extension of the length of time, but they want to give the corpora- 
tions the $13.5 million kick-back. Every time we consider an exten 
sion of unemployment compensation these people raise the question 
of States’ rights, but did not raise the same argument at the time they 
were considering giving benefits to the corporations and various other 
agencies that I mentioned just a few moments ago. 

In 1952 other States increased unemployment compensation bene- 
fits, and the State of Michigan will not increase them this year. 

Now, to summarize the position of the CIO, and the position of our 
union, Mr. Chairman, we believe that the unemployment problem that 
we have is basically the responsibility and the result of actions of the 
Federal Government and the basic problem we confront is brought 
about by this unemployment. 

We believe that the State laws are inadequate to pro rly take care 
of the needs of the people, and consequently we feel that it is neces- 
sary that this law be passed in order to grant equity to people who 
are making the sacrifices through no fault of their own and as the 
result of decisions of the Government. 

And we ask that this bill be given favorable consideration so that 
we can establish the same equity and the same basic consideration to 
people that the Congress has established for corporations. 

I would like to make one other final comment, Mr. Chairman, I 
understand that the testimony of the other day before the commit- 
tee of Congressman Mills on March 31, was to the effect that in draft- 
ing his bill, 4133, he indicated that he had been in constant contact 
with the legislative committee of the Interstate Conference of State 
Employment Security Agencies. He described as secretary of the 
Conference, with which he worked in drafting the bill, one Stanley 
Rector. Stanley Rector is not secretary of the Interstate Conference, 
but he is legislative director of the Unemployment Benefit Advisors, 
Inc.; a non-governmental, private corporation. 

This Unemployment Benefit Advisors, Inc., is a front for many of 
the largest corporations in the United States, including those who 
have fought unemployment insurance, and all forms of social secu- 
rity step by step since it was first proposed by the late Senator Robert 
F. Wagner, some 24 years ago. 

And I have a list here consisting of names taken from the Congres- 
sional Quarterly, which was obtained from the Unemployment Bene- 
fit Advisors, Inc., which list reports under the Lobby Soe 
Act. It lists the names of contributors with an annual contribution 
in 1949 of $500 or more. A reference to this list will show that it 
is made up practically of the largest corporations of this country. 
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Supporters of the Forand and Dingell bills and the American 
wate as a whole are indebted to Representative Mills for exposing 
the brains and the mouthpiece of the Interstate Conference of Em- 
ployment Security Agencies, and for showing how Mr. Rector’s activi- 
ties tie across to a National Association of Manufacturers’ affiliate. 

With these facts on the record as these hearin t under way, the 
committee may be better able to understand the hi 9 degree of unan- 
imity displayed by opponents of the Forand and Moody-Dingell bills. 

We urge that these facts about Mr. Rector’s connections and activi- 
ties be borne in mind in considering the testimony by officers of the 
Interstate Conference of Employment Security Agencies in opposi- 
tion to the Forand and Dingell bills. 

And I might state that Mr. Rector is a registered lobbyist, that he 
received a salary of $19,999.97 in 1948, and in 1950 this organization 
had receipts of $107,159.95 and an expenditure of $73,834.60. 

I would like to have a copy of this list inserted in the record along 
with the names of the various corporations who are fighting the unem- 
ployment compensation measures that are being supported here today. 

Mr. Foranp. Without objection it will be made a part of the record. 

(The list referred to follows :) 


Large contributors to Unemployment Benefit Advisors, Inc., for the year 1949° 


Amount 


General Motors Corp., Detroit 

Ford Motor Co., Dearborn 

Standard Oil Co., New Jersey_-...-.-._-__-- be FA Nek hhc Eo ea 

Standard Oil Co., California 

ee a ,  ,  coecnumeniseienememinenebaompaniions 

The Texas Co., New York City 

Chrysler Corp., Detroit 

J. L. Hudson Co., Detroit 

Norberg Manufacturing Co., Milwaukee 

Armco Steel Corp., Middletown, Ohio 

Peoples Gas Light & Coke Co., Chicago 

Philadelphia Merchants Association, Philadelph 

Wieboldt Stores, Inc., Chicago 

Jos. Schlitz Brewing Co., Milwaukee 

Allis-Chalmers Manufacturing Co., Milwaukee 

ge i ert I AES SE iy eee 
American Cyanamid Co., New York City 

American Can Co., New York City 

A. O. Smith Corp., Milwaukee 

Socony-Vacuum Oil Co., New York City 

J. I. Case Co., Racine, Wis 

Kearney-Trecker Co., Milwaukee 

Walgreen Drug Stores, Chicago 

General Electric Co., Schenectady__...._..----.---------------------- 
Timken Roller Bearing Co., Canton 

Allen-Bradley Co., Milwaukee__........-.-----..---..--- 

Briggs & Stratton, Milwaukee 

Sehusters Stors, Milwaukee 

Pittsburgh Plate Glaess Co., Pittsburgh 

Pabst Brewing Co., Milwaukee 750 
The Fair, Chicago 700 
Cudahy Bros. Co., Milwaukee 600 
NBR ES a eS ALR ee ee eee ner 600 
Standard Oil Co., € 500 
Sun Oil Co., Philadelphia 500 
International Harvester, Chicago 500 


1 Contributions of only $500 or more listed here; sources: Con sional Quarterly News 
Features, Weekly Logs, Aug. 5, 1949, p. 996 ; Nov. 4, 1949, p. 1403; Feb. 24, 1950, p. 215. 
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Large contributors to Unemployment Benefit Advisors, Inc., for the year 

1949 '—Coutinued 
Amount 
Harley-Davidson Motor Co., Milwaukee_ S500 
Motor Wheel Corp., Lansing.....-~--~-~- now 
Timken Detroit Axle Co., Detroit CSS ¢ : + DOM) 
Firestone Tire & Rubber Co., Akron __-_--_-~-- ‘ Tun) 
Goodyear Tire & Rubber Co., AKron mM) 
Great Lakes Steel Corp., Detroit TM) 
The M. A. Hanna Co., Cleveland__...-~---~-- mn) 
Clark Equipment Co., Buchanan, Mich_-- now 
Koppers Co., Pittsburgh. .-~~~- mM) 
W. T. Grant Co., New York City now 
Gimbel Bros., Milwaukee_- 500 
S. S. Kresge Co., Detroit i Son) 
Federated Department Store, Cincinnati-_—-—~~- . . , How 
General Mills, Inc., Minneapolis nO”) 
Oscar Mayer & O0.,, CRICRB ik ntee twee ee ne enn sso oe. itch 500 
Kalamazoo Veg. Parchment Co., Kalamazoo, Mich 500 
k. W. Woolworth Co., New York City 50 
Gulf Oil Co., Pittsburgh nw) 
Johns-Manville Corp., New York City- ‘ DOM) 
Weirton Steel Co., Weirton, W. Va : 500 
Wheeling Steel Corp., Wheeling, W. Va noo 
B. F. Goodrich Co., Akron MM) 
United States Rubber Co., New York City. _------ Oo 
Maytag Co., Newton, lowa_.._...-...~- 500 
W. A. Sheaffer Pen Co., Fort Madison, Iowa. —- 3 noo 
G. C. Murphy Co., McKeesport, Pa .—- . . : now 
Kelsey Hayes Wheel Co., Detroit HOO 
Retail Merchants Association, Pittsburgh__- Oo 
John Morrell & Co., Ottumwa, Iowa__--- 500 
Pittsburgh Consolidated Coal, Pittsburgh : nO 
The Borden Co., New York City- hemtiecets DOO 
Servel, Inc., Evansville, Ind ints ree sia aiieere Oo 
American Optical Co., Southbridge, Mass____-...--.----~ sbashiatindittainia manana 500 
Bueyrus-Erie Co., Milwaukee mK) 
Libbey-Owens-Ford Co., Toledo- aie Abe now 
pe ee 500 


Total 7 RES C5 
Total receipts for 1949 are reported as $102,415; expenditures $86,175 (C. Q. 
Weekly Log of February 24, 1950, p. 226). 
Footnote appears on p. 145. 
Mr. Mazey. I want to thank you, Mr. Chairman, for the oppor- 


tunity of making this — 
Mr. Foranp. Does that conclude your statement ? 


Mr. Mazer. That concludes my statement. 
Mr. Foranp. Are there any questions? 
Mr. Mason. I have no questions, but I do have a statement that was 
made by the Governor of Michigan concerning the bee rao 
1 


situation in Michigan that I want to include in the record at this point. 
Mr. Foranv. Without objection, it will be made a part of the record. 
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(The statement referred to follows :) 
(Detroit News, March 17, 1952] 
JosLess JAM CALLED BROKEN 
WILLIAMS CONFIDENT OF BETTER TIMES 


(From our Lansing Bureau) 


LANSING, Mich., March 17—iovernor Williams declared today that “the back of 
Michigan's upward unemployment spiral has been broken.” 

“I feel confident that we will continue to gain in employment,” he said, 

Williams said defense contracts totaling $766,577,000 were placed in the Detroit 
area last month, and unemployment in the area fell 5,000. 

Defense contracts for $260,000,000 were placed in Detroit during January, he 
said. 

Williams said Detroit employment started to rise 2 months ago, when unem- 
ployment in the metropolitan area decreased 14,000, but in that period the State- 
wide net effect was a 2,000 rise in the number of jobless persons. 

Last month, he said, Detroit's unemployment decreased 5,000, and another 
decrease of 1,000 was reported outstate. 

Williams said the new defense contracts include $544,820,000 in extensions of 
existing contracts which acted “as a brake to keep employment from dropping 
off.” 

He said there were also $57,710,000 in new contracts and $21,496,000 in con- 
tracts for the building of facilities. Also included were $141,651,000 in subcon- 
tracts placed in Detroit by prime contractors outside of Michigan. 

Williams said unemployment in Michigan as of February 15 was 166,000, 
including 102,000 in Detroit. 

“Two months ago we had feared unemployment would go to 200,000," he said. 
“There is every reason to believe that the continued activities of the Federal task 
force and the new policy to permit manufacturers in critical areas to meet the 
low bids of other manufacturers will result in more work coming into Mich’ gan 
in the near future.” 

Mr. Mazry. May I say, Mr. Chairman, that I am familiar with the 
statement of Governor Williams he refers to, and L think that his 
advisers and assistants have taken too optimistic an outlook on the 
unemployment problems of Michigan. 

Mr. Foranp. Thank you very much for your presentation, Mr. 
Mazey. 

Mr. Mazer. Thank you. 

Mr. Foranp. I understand that Miss Catherine Ellickson is going 
to present the next witness. 

Miss Eviickson. Mr. Chairman, for the record, my name is Cather- 
ine Ellickson. I am executive secretary, CIO social security com- 
mittee. We have a group of other international representatives from 
some of the States, and in addition to the witnesses who are here to 
say something, we have some additional statements which I will ask 
to file for the record a little later. 

Mr. Foranp. Without objection, that will be done. 

Miss Exuickxson. Mr. John Edelman will be the first witness. 

Mr. Foranp. The committee will be glad to hear you, Mr. Edelman. 


STATEMENT OF JOHN W. EDELMAN, WASHINGTON REPRESENTA- 
TIVE, TEXTILE WORKERS UNION OF AMERICA, CIO 


Mr. Everman. Mr. Chairman and members of the committee, my 
name is John W. Edelman, and I am the Washington representative 
of the Textile Workers Union of America, CIO. 
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Mr. Chairman, may I also ask permission, within a reasonable time, 
to correct the statistical data in the presentation that I am making. 
The figures coming in now on February reports show a considerable 
worsening over January, but the material is not quite in shape to go 
into the record, and I would like to correct the record to otha the 
February data, and do this within the next day or two. 

Mr. Foranp. That may be done in conference with the clerk, who 
will have the material in hand, if there is no objection. 

(There was no objection.) 

Mr. Epetman. Thank you. 

I want to file here for the record a statement including a great many 
tables and data regarding the unemployment situation within the 


textile industry. ; 
However, I will just outline two or three of the principal points, 
because the material is too voluminous to read on this particular 


occasion. : 
Mr. Foranp. You want the full statement to be included in the 


record ? 
Mr. Epetman. Yes. 
Mr. Foranp. Without objection, it will be done. 
(The statement referred to follows:) 


STATEMENT sy JOHN W. EDELMAN, WASHINGTON REPRESENTATIVE TEXTILE 
Workers UNION or AMerica, CIO, in Support or H. R. 6174 


On behalf of the Textile Workers Union of America we urge immediate 
adoption of H. R. 6174 for the liberalization of the unemployment benefits for 
the unemployed. The present mobilization program has had far-reaching effects 
upon the entire textile industry, causing severe and widespread unemployment 

We attach to this testimony considerable statistical data to document this 
statement. 

I shall summarize the situation in this industry briefly. 

The United States Bureau of Labor Statistics reports a reduction in the 
number of production workers in the industry from 1,257,000 to 1,134,000 from 
January 1951 to January 1952, a drop of 123,000 persons, or 9.8 percent. Since 
January the decline has continued so that at the present time, employment has 
no doubt dropped more than 10 percent below the February 1951 peak. In terms 
of man-hours, the drop has been even greater. Average weekly hours were 40.6 
hours in January 1951 and 38.7 hours in January 1952, a decline of 14 percent 
(see table I.) These are the net reductions in employment and total man- 
hours. But actually hundreds of thousands of additional textile workers have 
been released and have remained unemployed. During the last 8 months of 
1951 when unemployment became chronic, 392 out of every 1,000 employees on the 
payroll were separated. That does not mean that only 608 of the persons on 
the payroll on March 31, 1951, are still on the payroll. It does mean that of those 
on the payroll and those hired during this period, who numbered 262 per thousand 
on the payroll, 392 per thousand were separated. A great number had short 
jobs. Turnover was great not because of the abundance of jobs but because of 
the shortness of the work period, the closing of some mills and the opening of 
some new ones, and the efforts of management to sift out its employees. It is 
probable therefore that some 225,000 to 300,000 of the employees on the pay- 
roll on March 31, 1951, have lost their jobs. 

The uneven impact of the unemployment is exhibited in the fact that 10 textile 
communities are now classified as areas of substantial labor surplus. Five of 
these are in New England, three are in Pennsylvania, two in Maryland and 
North Carolina. The high rate of incidence of unemployment is characteristic, 
therefore, of textile communities both in the North and the South. Seventeen 
textile areas with substantial textile industries have moderate labor surpluses 
These include three in New England; one each in New York and New Jersey: 
one in Pennsylvania; four in North Carolina and two in Alabama; one in 
Georgia ; two in South Carolina and two in Tennessee. 
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One of the hardest hit communities in the United States is the city of 
Lawrence, where unemployment is close to the 20 perecnt mark. In other 
Massachusetts areas, similar high levels of unemployment exist. In November 
1951, which is the date of our last survey, Lowell reported a ratio of unemployed 
of 8.5 percent; North Adams reported 7.2 percent; Fall River, 6 percent; and 
New Bedford, 5.4 percent. 

Even more significant is that in the five cities the total claims of insured 
unemployed was 18,254 whereas total unemployment was 24,650 in November 
1951. The difference is a rough measure of the degree to which people have 
exhausted their claims to unemployment insurance and the duration of their 
unemployment status. Another group of thousands of workers have been un- 
employed so long that they no longer consider themselves as normal parts of 
the employment market. 

The contraction in employment which we have spelt out in these statistics 
cannot disclose the great misery which has overwhelmed the textile communities. 
Most textile mills are located in either single-industry communities or localities 
in which the textile industry predominates. As a result the textile recession has 
cast a greater pall upon the areas involved than would be suggested by the 
figures on the decline in the industry itself. Many a community is completely 
dependent upon the textile industry and its economic fortunes have determined 
the state not only of the workers in the community but also of the merchants 
and all other service and local trades and industries which have been dependent 
upon the buying power of the workers and the mills. We are endangering the 
economic well-being of entire regions in which the textile industry is con- 
centrated. We may also add in passing that the other two large industries 
(apparel and shoes) are also substantially located in the textile regions so that 
the recession in all of these consumer goods has had a cumulative impact on 
these areas. 

We wish to emphasize that the current decline is industry-wide and not 
restricted to any specific areas. Evidence of the decline may be found in all 
textile regions and States. There are communities in each region, whether it be 
New England, Middle Atlantic States, Southeast, Southwest, Middle West or 
Far West, in which the industry has been hit hard. 

Governmental policy is fundamentally responsible for present conditions in 
the textile industry. We are not contending that management of the industry 
is free of blame. On the contrary, the great lust for exorbitant profit and 
speculative gain pervading the industry sent prices soaring to all-time peak 
levels. As further stimulus to this speculative frenzy on the part of the manu- 
facturers, and retailers, the prices of raw materials shot up to unprecedented 
levels. In the case of one major raw material, cotton, prices have remained 
at such levels. The profits of the industry during the last half of 1950 and the 
first half of 1951, are eloquent proof of the degree to which the sellers of raw 
materials and textile and apparel products exploited the tense market conditions 
resulting from the mobilization program. 

The shift from a civilian to a mixed military-and-civilian economy has been 
accompanied by a marked shift in buying from normal civilian to military 
requirements. The rise in the rate of taxes has sharply shrunk the buying 
power of the mass of Americans. The rise in food prices has taken substantial 
proportions of the workers’ income. Rents have gone up as a result of the 
relaxation of rent controls by the Congress. Other prices have also risen as a 
result of deliberate Government policy, decisions of administrative boards, or 
demands of private sellers. 

The funds available for expenditure on clothing have, therefore, been restricted. 
High prices and taxes are responsible for the change in the pattern in consumer 
buying. The contraction of civilian buying of apparel and house furnishings is 
at the bottom of the current depressed condition of the textile industry. 

The costs of these dislocations should not be borne solely by the persons 
immediately affected. Already many provisions exist to assist business in such 
cases. For one, employers can claim benefits under the carry-back provisions of 
the tax law and thereby average out their profit returns. More generous pro- 
tection is necessary for workers during this period when public policy delib- 
erately affects their economic well-being. 

Since the mobilization program is designed to improve the defense of the Na- 
tion as a whole, and the benefits are to be shared by all, the sacrifices should be 
as equal as is practical. The persons adversely affected by our mobilization pro- 
gram should be aided in making the adjustments. Unemployment insurance 
benefits provided for them should be increased to allow for easier adjustment. 
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Immediately we urge the rise in unemployment insurance benefits as provided 
in H. R. 6174. This bill provides a necessary first step to improve the benefits 
of the unemployed so that they may be better maintained during the period of 
enforced idleness and therefore be in a better position to produce when industry 
revives and new military contracts are directed to their areas. We are attaching 
herewith the maximum weekly payments and maximum compensable weeks of 
unemployment per year in the major New Engiand, Middle Atlantic, and Southern 
States. In the Northern States, the weekly benefits tend to range from $25 to 
$30 per week. In these Southern States, they cluster about $20 and $22; but in 
North Carolina, the maximum limit is $30. In two States, Connecticut and 
Massachusetts, dependency benefits are paid. 

Earnings of textile workers in the respective important textile States are shown 
in our appended tables. The fact is that the addition of the 50 percent benefit 
will still leave benefits typically below the 65 percent limit set by the present bil! 

We urge approval of the present bill as a necessary step to establish the prin 
ciple of equality of sacrifice among all the participants in the common program 
for the defense of our way of life. To the extent that we raise these benefits to 
more adequate levels, we recognize that the persons bearing the first and imme 
diate costs of our mobilization program will be protected from the excesses of 
the inequality of impact. We must supplement these benefits with immediar 
implementation of the Mobilization Director’s Defense Manpower Policy No. 4 
to assure the immediate award of contracts to areas with large pools of unem 
ployed. They must be made active participants in our mobilization program 
They can and must be asked to share in the Nation’s productive work. They 
can help expand our productivity. In this era of human and material shortages 
we can hold our human reserves by assuring them adequate benefits to main 
tain their full qualifications as workers during the transition from unemployment 
to full employment. 

We are submitting herewith as an illustration of the sweep of this recession a); 
exhibit on the volume of employment and man-hours worked in the textile indus 
try in each of the States for the months of January 1951 and January 1952. This 
indicates that every State witnessed some decline in employment and man-hours 
worked. In almost every State the drop in man-hours worked exceeded the de 
cline in employment. 

We are attaching a tabulation of employment and unemployment in textile 
labor market areas for which information was available. We have recorded thy 
total number of unemployed, and, where information was available, the per 
centage decline in textile employment in the respective communities. Thes: 
areas are in 17 States. We have sought to obtain detailed information on as 
many subareas as possible, but various State agencies did not have this informa 
tion available in a form for release. We include a summary of employment co! 
ditions in 6 of the textile areas in the State of Massachusetts from October 1150 
to January 1952. We have supplemented the Government statistics on unemplo) 
ment statisti¢s on unemployment with a survey of conditions in union mills 
located in 39 areas, north and south. 

A review of this statistical data reinforces the evidence which we have alread) 
submitted of the widespread nature of the recession in the industry. In many of 
the textile communities, particularly in those with 5 or more percent unemploy- 
ment, textile workers constitute a substantial proportion of the total unem- 
ployed. With very few exceptions, textile employment in these areas has de- 
clined from January 1951 to January 1952. 
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APPENDIX 1 


TABLE I.—Employment and average weekly man-hours in the textile mill prod- 
ucts industry, by State, January 1951 and 1952 


| ee (in thou- | Average weekly man- | | 


January 
1951-Janu- 
ary 1952, 
man-hours 


sands) hours (in thousands) | Percent 

querte: ters — change, 

| January | January | | ere 
| i 





January | January 
1961 | 1952 1951 1952 


} -— 
United States? ._. , 35% 1,232 54. 891 } 


New England 3. __. ss. s “20.9! 10,113 | 





Maine _-_- amine 
New Hampshire 
Vermont 
Massachusetts. ....- 
Connecticut 

Rhode Island 


Middle Atlantic 5 


2 eee 
New Jersey-..- 
Penasylvania 

Delaware ¢ 


wo 


BD i coenenctoncaiune 


a ee 
Virginia. _. : : 
North Carolina *__. 
South Carolina *___- 
Georgia 

Alabama 

Tennessee - 

Texas... - 

Louisiana 

Arkansas § ? 


oe 


~~ 


Midwest "____- 


Indiana ® 
Illinois ¢ 
Missouri ¢ 
Minnesota 


Far West: California 





! Wage and salary workers. 

? Data includes States not shown separately. 

+ Maine and Vermont are not included in man-hour data because they are not available. 

4 Not available. 

§ Delaware is not included in man-hour data because information is not available. 

* January data are not available; figures are for December 1951. 

’ Employment and man-hour area totals are for those States for which such data are available, Maryland 
and Louisiana, which are included in employment totals, are excluded from man-hour totals because data 
are not available. 

§ January data are not available; figures are for November 1951. 

* Production workers. 

® No change. 

" Employment and man-hour area totals are for those States for which such data are available; these are 


shown in the table. 
"% Area totals are for State of California, the only far western State which reports such data, 


Source: State departments of labor and U. S. Bureau of Labor Statistics, 


Q7RAT—P—11 
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waste II Bites er 200" and aR orth NI: selected tertile areas, January 1952 





Em- 
ploy ees 


textile | 
| Manu- 
| factur- 





Maine: Portland 
New Hampshire: Manchester. 
Massachusetts 

Brockton 


North RN, oo ucenakies 


ingfield _ 
Worcester... _.. 
Connecticut: 
Danbury. ... 
Danielson 
Hartford 


Michio... 


New Britain 
New Haven. 
Norwich 
Stamford __. 
Thompsonv ille 
Torrington... 
Rhode Island: Providence 
New York: 
Buffalo 


New Jersey: 
Camden 
Newark 
Passaic- Paterson 

Paterson 
Trenton 

Pennsylvania 

Allentown-Bethlehem- 
Easton. 

Altoona 

Harrisburg - - 

Lancaster 

Philadelphia 

Reading 

Scranton 

Wilkes-Barre. . 

Virginia: 

Richmond 


oke. _. 

North Carolina: 
Asheville... 
Charlotte_.._. 
Durham 
Greensboro-High Point 
Raleigh 
Winston-Salem ..._. 

South Carolina: 
Columbia. . 
Greenville 

Georgia: 
Aiken-Augusta 
Atlanta 
Columbus 
Macon 

Yarn only. 

Alabama: 
Birmingham 
Montgomery 


BS 


S222 22855352 82 


BEESERBS 


-—-— 


sss 


NER es 


PLETE 


g 





68, 300 | 


57, 760 | 

76, 480 | 

; 

102, 390 | 
332, 832 | 
74, 540 | 


70, OAS 





Bu8GaEs 88 


Neos 


#5 


aes 


58 


& ssesse 


wn 


ee °°. 
eye Beosawee 


ae care 5S gE5eczes @ 


noe 





z 


8, 200 


224, 835 
57, 975 


See footnotes at end of table. 
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TasLe IIl.—Employment and unemployment, selected tertile areas, January 
nnniideemanneete 


Percent) Work- | =. ' ployees’ ¢ 


of labor, ers iN |-poea) em-jployees in| 


force | labor | 
= | Ployees * manufac- th 
unem-| dis- turing manu 


ployed putes factur- 
| ing 


Civilian 
labor 
force 


Unem- ens 


ployed 


| 
' 


| 


() 86, 050 

103, 250 | 
163, 950 | 
109, 900 | 
211, 239 | 


| 
237, 732 | 
51, 040 
200, 693 
36, 212 | 
245, 000 | 47,650 | 


110,504 , 6,000 
135,970 8,020 | 
215, 975 

142, 480 

259, 039 


258,841 | 
70, 050 | 
ouch 356, 467 
50,339 | 1,600 | 
m= New Orleans___--- 298, 550 | | 


ad el ot abt 
= 
PS 


Crees CeCe 
lcoS SoBe 


PPPNy> 
Es 





; wos ond salary workers only; excludes self-employed, unpaid family workers, domestics. 
ot av: 
3 Unemployed figure is understated because hundreds of workers customarily employed in Lawrence who 
are out of work are counted as part of labor force in communities where they Am ¢ and not in Lawrence. 
‘ Includes self-employed, unpaid family workers, domestics. 
§ Includes 300 on staggered employment; excludes 600 laid off since Jan. 15, 1952. 
* Excludes 300 on staggered employment; includes 600 laid off since Jan. 15, 1952. 
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APPENDIX 4 


TaBLe IV.—Estimated unemployment in Massachusetts tertile areas, unemploy 
ment ag percent of estimated labor force, October and November 1951 








October Novem- | ‘October Novem 
| 1951 | ber 1951 | | 1951 ber 195) 








Lowell area: | || Fall River area: | 
0 aaa 51, 660 | Labor fi | 63, 400 
Unemployment . ; 4 | 4,400 U nemployment 5,‘ 3, 800 
io -~ bea t &5 Ratio__. . 6.0 
Total claims—middle week of | Total clauims— middle week of 
teint act eeedlal i 3, 107 month ! aes ot a 3,049 
Lawrence area: i North Adams area: | 
Labor force __. | | 59, Labor force __ oes 18, 189 
Unemployment <— i . U nemployment. . SESE. 1, 300 
tio 7 Ratio ° 7.2 
Total claims—middle week of | Total cle sions snide week of 
month ! | 28,192 month !_... i 500 
New Bedford area || Maynard area: | 
Labor force q 74, 400 Labor force -| 2,600} 2,600 
Unemployment | 4, 050 Total claims—middle week of 
Ratio | 5.4) month ! 14 
Total claims—middle week of | 
month ! | 3,906 3, 406 





! Claims for partial unemployment have been excluded. 

3 Commencing with the October and November claim totals given above, signatures have been excluded 
from those individuals who were actually working on their first week of “‘staggered’"’ employment after a 
week or more of unemployment. For the week ending Nov. 24 and Oct. 20, some 1 and 1,311 such 
signatures have been excluded from the claims totals in contrast to all previous reports when such signatures 
were included. The claims totals given above do include the following initial claims which are generally 
filed by those who were at work in the prior week to which the continued claims apply: Nov. 24, 1951, initial 
claims; Oct. 20, 1945, initial claims. 


Source: Massachusetts Division of Employment Security. 


APPENDIX 5 


TasL_e V.—Marimum weekly unemployment compenaation benefits and marimum 
duration of we enn pagmente in selected States (as of Dec. 1, 1951) 





| 
Maximum | Average 
Maximum | com ble | woney earn- 
Area ang State weekly of un- | mil textile 
employment roducts 
per year | & ustry 





NEW ENCLAND 


g 


Maine 

New Hampshire 
Vermont 
Massachusetts 
Connecticut _ _- . 
Rhode Island 





3 83 8S oe oe 


hts 
o- 


MIDDLE ATLANTIC 
New York 
New Jersey 
Pennsylvania 


See 
See 


sOUTH 
Virginia - - : 
North Carolina 
South Carolina 
Georgia 
Alabama 
Tennessee 


BSSSRs 


SRSsss 


! Not available. 

2 $36 for workers with dependents in Connecticut; $51 in Massachusetts 
+ $30 for benefit years beginning Dec. 31, 1951. 

* November 1951 figures 


Source: Social Security Bulletin, December 1951 
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APPENDIX 6 


TasLe VI.—Survey of employment.and unemplogment in TWUA-CIO plants, by 
area, March 1952 


NEW ENGLAND 


Maine: 
Biddeford: 
Number of plants surveyed. 
Level of operations: 
Percent of normal employment 60. 
Scheduled workweek _ _. .... 1,000 workers on short weeks 
Waterville: 
Number of plants surveyed 
Level of operations: Percent of normal employment. -.-. 2 mills at normal production on Gov- 
ernment orders March 
prospects not determined; 
at 65 percent normal production; 
others below 50 percent of normal. 
Rhode Island: 
Providence: 
Number of plants + pa 
Level of operations 
Percent of normal employment 
workweek 


Number of plants shut down. .................... 
West Warwick: 
Percent of plants surveyed Se 
Level of operations: Scheduled workweek. _- .. 6 mills operating on short weeks or on 
reduced employment; 4 mills operat- 
ing less than 2 tel 1 mill 


Number of plants shut down. -. 
— 


umber of plants surveyed 
Level of operations: 
Percent of normal eee epetepyens 50. 
Scheduled workwee' . 2 plants are working 3 days a week; | 
plant 4 days. 
ames of plants shut down. 1. 
New Bedford 


a of these plants on short weeks, or 
PI th = eliminated shift. 
ymouth: 
Number of plants surveyed. ____. 
Level of operations 
nee of plants shut down 


London 
Number of ERT AE eer erases oa 
Level of operations: Percent of normal employment 85 percent, not counting mill liquid. 
11 plants operating 5 days; 3- and + 
day weeks at 3 mills, 1 mill operating 


Number of plants shut down. ‘ tole SOE he we ato _ 3 plants liquidated 
MIDDLE ATLANTIC 


Ivania: 
Allentown- Bethlehem: 
Number of plants surveyed 30. 
Level of operations: Percent of normal employment 70 percent of normal employment, not 
counting closed plants. 
Number of plants shut down... __-. ------- 2 plants. 
1 plant operates i shift 1 week, the other on the 
following week; al] workers get only 1 week’s work in 2 


weeks. 
Chester-Clifton San oe 
Number of 


ts surveyed 
Level of 0; —— Percent of normal employment 
Easton-Strou 

Numbe r of plants surveyed 

Level of operations: Percent of normal employment. * percent, | plant operates only 1 


shift per day. 

Lancaster-Y ork: 

Number of plants surveyed 
Philndcintia: operations: Percent of normal employment 

Number of plants surveyed 

Level of ee Percent of normal employment... . 6, 

Number of —s SN. és abdudedeiidaebaduatonso 3. 
Sunbury-Shamok 

Number of -—" surveyed__- 

Level of operations: Percent of normal ‘employment... 
Wilkes-Barre, MMazleton and Scranton: 

Number of plants surveyed 

Level of operations: Percent of normal apes... 

Number of plants shut down - -_- 
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Taste VI.—Survey of employment and unemployment in TWUA-CIO plants, by 
area, March 1952—Continued 


Virginia: 
Augusta: 
Number of plants surveyed___ 
Level of operations: Percent of normal employment 
Bridgewater 
Number of plants surveyed 
Level of operations: Percent of normal employment 
Buena Vista: 
Number of plants surveyed................-.--. 
Level of ee ae mee Percent of normal employment. 
Number of plants shut down closing. 
Daavie: Level of operations: Scheduled workweek. ......... ~ Most mills are operating 3 days 9 week 
rottoes: 
Number of plants surveyed 
: Level of operations: Percent of normal employment 
Jura 


Sumber of plants surveyed 
Level of operations 
Lynchburg: 
Number of plants surveyed. 
Level of operations 


North Carolina: 


Burlington: 
Numberof plants surveyed 
Level of operations 


Charlotte: 
Number of plants surveyed 
Level of operations: Scheduled workweek 


Number of = shut down 
Concord-Kanna 

Number of p ts surveyed 

Level of operations 


Durham: 
Number of plants surveyed 
Level of operations 


Erwin: 
Number of plants surveyed 
Level of operations 

Gaston County: Number of plants surveyed 


Gastonia: 


Number of plants surveyed 
Level of operations 


Goldsboro: 


| ae 


Level of operations 


Greensboro: 
Number of plants surveyed 
Level of operations: Scheduled workweek 


Lashaviie Spees: 
Number of plants surveyed 
Level of operations 
Mayodan: 
Number of plants surveyed 
Level of operations 


8alisbury- Lexington: 
Number of plants surv eyed 
Level of operations 


Shelby: 
Number of plants surveyed 
Level of operations 
Waynesville: 
Number of plants surveyed 
Level of operations 


Western area in State: 
Number of plants surveyed 
Level of operations 


1. 
Production at 40 percent of norma). 


3 " Rishinasanhét pdemnsiien norme), 


80. 

10 percent decline, January 1951-Janu- 
ary 1952, in employment at 8 largest 
mills which employ 50 percent of 
workers in area mills. 


5. 
2 mills operating normal production 
—— — mills reduced, one to 


50 pereent 
Shut-down Pin Ferme at 1 plant. 


2. 

1 plant at 65 percent of normal] produc- 
tion; the other at 85 percent. 
Both operating a 4-day week. 


1] plant operates 1 shift; others operate 
2 or 3 shifts; 3 plants operating less 
than 5-day week. 


1. 

Milldown to 4-day week. 

1 millon 3-day week ;anumberofothers 
on 4-day week. 


82. 

16 largest mills, employing 50 percent 
of mill workers in area, showed em- 
ployment decline over the year Janu- 
ary 1951-January 1952. Average un- 
employment claims during the year 
were 1,880 per week. 


“N olonger operatea third shift;formerly 
regularly operated 


9. 
3-day week at 1 -_ 3 plants on 4-day 
week; 5 plants a8ee week 


Work force cut some time ago; plant 
operating 3-day week. 


3 "mills on 3- or 4-day week; production 
down 40 percent from normal in some 
departments of 1 other mill. 





- _ 


an. ee a ae 
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TABLE VI.—Survey of «mployment and unemployment in TWUA-CIO plants, by 
area, March 1952—Continued 
SOUTH—Continued 
Georgia: 
Trade journal reports production curtailment “drastic’’ 
throughout State; many mills eliminating shifts, cutting 
workweek, 
Texas: 
OA! LE eee | 
Level of operations... _- 4 mills are on curtailed basis; 1 is prac- 
tically shut down; 1 on 3-day sched- 
ule; 1 on 4 days and 1 on 37 hours. 

Mr. Everman. Mr. Chairman, the textile industry, as you know, 
is probably, from the standpoint of total employment, the largest 
in the country so far as the My epee situation is concerned ; 
perhaps it is as drastic as that in the automobile industry, although 
perhaps not as concentrated, nevertheless the total number of unem- 
ployed in the industry is probably as serious as any other industry or 
probably more serious than most other industries. 

Is is our estimation that as of now, probably in the neighborhood 
of 10 percent of the industry’s employees are unemployed, and this 
would represent a figure in the neighborhood of 300,000 workers, 
somewhere in that neighborhood. The fact is they are very unevenly 
distributed, but very largely concentrated in New England. Never- 
theless there is almost as large a pocket of unemployment in the 


States in the South and in the West and in the Middle Atlantic cen- 
ters as there are in the New England States. 

Certain places in New England are hardest hit, probably harder 
hit than anywhere in America, although there is a very serious unem- 
ployment situation in textile communities throughout the South, in 


the Midwest, and in the North and the Mid-Atlantic States. 

You have here, for instance, right close to Herne: vane at Mar- 
tinsburg, W. Va., a very serious situation. The unemployment prob- 
lem is Nation-wide in character. And the question here, Mr. Chair- 
man, as we pointed out, is a large part of this is the direct result of 
dislocation brought about by the mobilization program and reasons 
spelled out in other statements that are made before the committee. 

Let me briefly refer to this statement, that in Providencé, R. L., 
about which the chairman of this committee needs no information, 
but it is probably one of the worst hit in the country from the stand- 

int of statistics. Let me refer, however, here, because we have a 
ittle more detail data on the problem of the city of Lawrence, Mass., 
where the unemployment is now close to 20 percent. And in other 
Massachusetts areas there is a similar high level of unemployment 
existing. We have the figures here showing the number of persons in 
Lawrence, Mass., who have exhausted their unemployment compen- 
sation benefits. I think that perhaps the most important figure that 
we have, as is shown in the testimony, indicates that approximately 
of the unemployed in that city there are well over 6,000 people, in that 
community, who have gone off the rolls completely. And we have 
some supplemental data showing that in this territory it has tended, 
of course, to increase the relief rolls and demands on the welfare 
agencies. 

The weakness of this particular industry, textile, is that it is lo- 
cated largely in one industrial town, and as a result of that you 
will find for this type of unemployment has resulted not only in 
bad economic effects among the ranks of the textile workers, but has 
seriously impeded business and the economic development in those 
areas, 
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Not only that fact, but in textile communities, in most textile com 
munities the other industries located there have been seriously hit 
as a result of this unemployment. 

Mr. Grancer. I understood you to say that you are inserting your 
statement in the record, which no doubt will explain the reasons fo) 
this unemployment. But would you mind telling us what you think 
are the reasons for unemployment ¢ 

Mr. Epetaan. Congressman Granger, may I just read this one 
paragraph, because I think it summarizes it, and I can do it more 
quickly. 

Mr. Graneoer. Certainly. 

Mr. Epetman. Governmental policy is fundamentally responsible 
for present conditions in the textile industry. We are not contending 
that management of the industry is free of blame. On the contrary, 
the great lust for exorbitant profit and speculative gain pervading the 
industry sent prices soaring to all-time wr levels. 

In the case of one major raw material, cotton, prices have remained 
at such levels. But that was particularly true, as you know, in the 
ease of wool, Mr. Granger. 

The profits of the industry during the last half of 1950 and the 
first half of 1951 are eloquent proof of the degree to which the sellers 
of raw materials and textiles and apparel products exploited the 
tense market conditions resulting from the mobilization program. 

The shift from a civilian to a mixed military and civilian economy 
has been accompanied by a marked shift in buying from normal civil- 
ian to military requirements. The rise in the rate of taxes has sharply 
shrunk the buying power of the mass of Americans. The rise in food 


yrices has taken substantial proportions of the workers’ income. 
Rents have gone up as a result of the relaxation of rent controls by 
the Congress. Other prices have also risen as a result of deliberate 
Government policy, decisions of administrative boards or demands of 
private sellers. 

The funds available for expenditure on veo Fst therefore, 


been restricted. High prices and taxes are responsible for the change 
in the pattern in consumer buying. The contraction of civilian buy- 
ing of apparel and house furnishings is at the bottom of the current 
depressed condition of the textile industry. 

And may I say we have presented before other Government bodies 
a considerable amount of data, Mr. Granger, showing the percentage 
of consumer dollars being spent on textiles and showing that the 
amount has been decreasing over a period of time, but more sharply 
in the last year. 

Mr. Grancer. Your situation is different. Mr. Mazey testified 
that because of the allocation of steel and copper, it did adversely 
affect the automobile industry, but that is not true of textiles; there 
was no such allocation that affected the textile industry. 

Mr. Epe_mMan. No; that is probably true, Mr. Granger, but let me 
point out, for instance, just one factor: Our manufacturers in the 
woolen and worsted industry, immediately after Korea, concentrated 
on, almost exclusively, the high lucrative Government contracts and 
at what I fear prices which were too high, and completelv destroyed 
during those months, the normal civilian markets, because it is a fact 
that in this industry that once a season has been missed—and that is 
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a phrase used in the trade—you do not recapture that business very 
readily. And one of the numerous factors, Mr. Granger, which have 
contributed to the reduction in the normal consumer markets in our 
industry have been just that, which has brought about this un- 
employment. 

Mr. Grancer. It is a fact that industry, really, insofar as wool is 
concerned, faced an abnormal situation; the mills and the speculators 
all bought, did they not, a great deal of material, put them on their 
shelves, and have not been is to market them; is that not true? 

Mr. Epretman. That is exactly true, Congressman Granger. 

Mr. Grancer. I understood from the testimony that I heard before 
another committee that they were very optimistic, a good many were, 
in gi England, and they felt that there would be a resumption of 
Work, 

Mr. Epvetman. It is exactly contrary; the exact contrary has proved 
to be the case, Mr. Granger. 

Mr. Grancer. That was a month ago—some 30 days ago. 

Mr. Epetman. Within 30 days, Congressman Granger, the exact 
reverse has proved to be the case, and data coming in—which I intend 
to make available to the committee—shows the situation of employ- 
ment is definitely worsened, and reports from the trade show that even 
with the tentative price reduction to consumers which are being made 
have. not sieednenl additional sales, and that the clothing inventory 


remains as drastic as before. 

Just let me throw a little dramatic picture before your committee : 
The rayon section of our industry has perhaps operated at a maximum 
level for a longer period of years than any other section of the indust ry. 

t 


The largest producer in America is the American Viscose Corp. 

has six large plants in various States, and I am informed that five of 
those plants, Mr. Chairman, are closing down completely over a period 
beginning, I think, as of approximately today up to a period of 6 weeks, 
which will probably extend to 2 months. 

That is merely one indication that concerns many employees of the 
clothing branch—the rayon branch—of the textile industry of this 
country, and the supplies of that particular type of product. 

Now, in conclusion, Mr. Chairman, may I simply say that the textile 
workers’ union wishes to very emphatically associate itself with the 
statement which Miss Ellickson will make in respect to the Mills and 
Forand bill, and because of the large membership in the State, but 
these particular problems can arise in other areas, but may we under- 
line the fact that on this particular problem Miss Ellickson is very 
definitely the spokesman for that particular organization. 

Mr. Foranp. Thank you very much for your statement. 

Mr. Everman. Thank you. 

Mr. Foranp. Miss Ellickson, the committee will be glad to hear you. 


STATEMENT OF MISS KATHERINE ELLICKSON, EXECUTIVE 
SECRETARY, CIO SOCIAL SECURITY COMMITTEE 


Mr. Mason. Before the lady begins, may I ask if someone can tell 
us what the length of unemployment relief period is in Massachusetts 
and Rhode Island—that is, how many weeks under their laws? 

fiss Exrnickson. That is included in the data we are supplying. 

Mr. Mason. It is about 26 weeks? 





162 UNEMPLOYMENT INSURANCE 


Mr. Epetman. Twenty-six, about; that is all in the supplemental] 


data. 

Mr. Mason. Very well. 

Miss Evzacxson. Mr. Chairman, the portion of the C1O presenta- 
tion that I will deal with today especially relates to the Forand bil! 
for reinsurance grants, H. R. 6954, and the Mills bill, H. R. 4133. 

I would like before continuing with my testimony to introduce into 
the record the testimony of Harry Block, vice president, Internationa] 
Union of Electrical Workers, C1O. 

Another statement of Harry D. Sayre, international president, 
United Paper Workers of America, C10. 

The statement of Alex Bail, secretary-treasurer, Playthings, 
Jewelry, and Novelty Workers International Union, CTO. 

The statement of Harold J. Garno, secretary-treasurer, New York 
State C1O Council. 

The statement of William Belanger, president, Massachusetts 
State CIO Industrial Union Council. 

And a statement by the United Furniture Workers of America, 
CIO. 

These are all organizations whose employees have been hit by un- 
employment and whose unions indicate their support of the Dingell 
bill, and also of the other bills that have been sponsored by Mr. 


Edelman and Mr. Mazey and will be explained by other witnesses, 


including myself. Tat 
Mr. Foranp. Without objection, they will be included in the record. 


(The statements referred to follow :) 


TESTIMONY OF Harry Biock, Vice Presipent, IUE-CIO 


As of the end of 1951, there were over 47,000 unemployed in the industries 
covered by IUE-CIO. Of these about 15,000 were in radio, television, and re- 
lated industries, 8,000 in appliances and lamps and 24,000 in household electri- 
cal equipment. This is equal to about 11 percent of the total employment of 
450,000 that existed in these sectors a year ago. 

Most of this unemployment has lasted at least 6 months, and in the case of the 
latter two groups it is growing. What happens to the unemployment in the 
radio-TV industry may be determined in a substantial degree by the current 
changes in military procurement for electronic items. 

In the main, this unemployment has been created through the operation of 
the defense program and because of Government orders and regulations. To 
a large degree, the unemployment was due to three major causes: 

I. The reduction in allocation in critical material to consumers electrical 
goods. This in turn has been due to the shortage of metals, principally copper 

II. The failure of the procurement agencies to properly allocate defense 
orders so that the reduction in production of consumer goods would be offset 
with sufficient increased defense requirements. 

III. The failure of consumer buying power due to high prices and taxes; also, 
the bad judgment and greed used by many producers of consumers goods in 
first frantically overproducing and then just as frantically cutting production 
throwing thousands of employees out of work. 

The facts regarding these points will be indicated. It is sufficient to say that 
since this unusual and prolonged unemployment has been created by and through 
Government action and activities, it is a responsibility upon Government to help 
to alleviate the situation. We wish to make it perfectly clear that we do not 
consider the provisions of the present bill as any substitute for returning these 
unemployed workers to useful and gainful employment. That responsibility, in 
our opinion, especially in this present critical period, is the paramount one. Put 
unless and until that is done, those who are made unemployed should not he 
required to themselves bear the burden of this unemployment. As workers, they 
have paid for their share of the defense program in additional taxes and in the 
increased cost of living. They should now receive some of the protection that 
is required as a result of the operation of the defense programs. 
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I. MATERIALS ALLOCATION 


The copper problem is the key and virtually the limiting factor in the short- 
age of critical materials. It is largely responsible for unemployment in our 
industry. The supply of copper available to this country is 200,000 tons of copper 
a year less than what was available during World War II. Of this reduction, 
there has been a drop of 160,000 tons in the domestic production—a drop trom 
1,120,000 tons in 1942-48 to 960,000 in 1951. As a result of this drop in domestic 
production and imports, the allocations of copper to the consumer durable goods 
in our industry has been reduced to 35 to 40 percent of the level of the first half 
of 1950—a cut of 60 percent. While that period showed better production and 
employment than 1949, the first part of 1950 itself was still a period of some 
unemployment. 

The electrical industry is the largest consumer of copper in the country, using 
about 30 percent of the Nation’s supply. Copper is our lifeblood for production 
and employment, and these drastic reductions in copper supply have been a major 
cause of the current unemployment. The failure of copper supply to match even 
the levels of 1942-48 is due mainly to the greed and selfishness of the three 
monopolistic copper producers and the ineptitude, timidity, and failure of our 
Government agencies to secure increased supplies. 

Phelps-Dodge, Anaconda, and Kennecott produce about 80 percent of the Na- 
tion’s domestic supply. Anaconda and Kennecott are the chief owners of the 
Chilean mines, which is our chief source of overseas production. The failure of 
these companies to increase domestic supplies is due, in our opinion, to a form 
of sit-down strike in which they have been attempting to drive a hard bargain 
with the Government in terms of subsidies to themselves, increased prices, and 
exorbitant guaranties of profits. They have been successful to date in halting 
for a year any program of aid to the smaller high-cost mines, and until recently 
they had convinced Mr. Jess Larson, head of the Defense Minerals Administra- 
tion, of the virtue of refusing to utilize funds made available by Congress for 
assisting small high-cost mines. 

While it is true that the subsidy program has now made a halting and timi! 
start among the high-cost small mines, the large producers are campaigning 
unceasingly for another price increase, this time of 3 cents a pound, as a condi- 
tion for all-out production. 

In 1942-43 we produced 1,120,000 tons of copper a year, and the domestic price 
to these large producers was 12 cents a pound. In the intervening years the labor 
costs of mining 1 pound of copper has increased a little over 1 cent, and it is 
likely that the total cost of producing a pound of copper has increased no more 
than 3 to 4 cents. But the domestic price of copper has increased by 12 cents, 
or 100 percent. As a result, these three great controllers of the copper industry 
are making net profits after taxes two to three times as great as in 1942-48 with 
a small production of copper. Kennecott in 1951 made a net profit after taxes 
two and one-half times as large as in 1942-43 and earned nearly 19 percent on 
the stockholders’ investment. Phelps-Dodge’s net after taxes increased by more 
than four times, and the company is now giving the stockholders a 100-percent 
stock dividend this year after lush cash dividends. With 2414 cents a pound for 
copper, they are obviously doing extremely well and should be capable of expand- 
ing production without further subsidies. 

Starting back in October 1950, our union raised this problem with the Defense 
Production officials, and we have raised it unceasingly ever since. We have 
demanded that the Government work out a program that would assure the full 
production of all copper possible, both in the large, low-cost, and in the marginal 
mines, and we should not have this sit-down strike on the part of the great 
producers. 

A pound of copper goes a long way in our industry. For example, 10 workers 
can be employed with 1 ton of copper a year in the radio-TV industry ; 6 workers 
with 1 ton on domestic electrical appliances. 

The reduction of 160,000 tons a year in domestic supply since 1942-48 is four 
times as much as the entire electrical household and appliance industry, including 
radio and television used in 1947 and which employed 300,000 people. In other 
words, the 160,000 tons a year lost was enough copper to provide 1,200,000 man- 
years of work. None of the experts are willing to predict any real improvement 
in the copper picture in less than another year. We, thus have a long-term 
unemployment problem to cope with and that requires national action. We insist 
that the workers in our industry should not be made to pay for the unemployment 
that has resulted from the failure of both industry and Government to secure 
an adequate supply of copper. 
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Il, PROCUREMENT POLICY 


A substantial part of the present unemployment is due to the failure of the 
procurement agencies to properly allocate defense contracts and of the prime con- 
tractors to properly allocate subcontracts. 

After all, with the exception of perhaps 2 or 3 percent of our supplies that go 
to the stockpile, the scarce materials which are taken away from civilian work go 
to defense production. Under a perfectly functioning system, if each company 
and plant would have returned to it for defense production the scarce materials 
that were taken away from its civilian production, there should be very little 
unemployment. 

While we do not expect such a perfectly operating system, we do believe that 
the disproportion between reductions of civilian work and the increase in defense 
work in various plants has been far too great. While facilities, manpower, and 
equipment lie idle in some plants, scarce materials are being used to construct 
entirely new plants, recruit and train entirely new labor forces, all resulting in 
a waste of manpower and materials. Furthermore, large companies who are 
getting the lion’s share of defense contracts, have been unwilling to subcontract 
sufficiently to spread this work into plants whose civilian production has been 
cut back. For example, we are informed that expenditures for military items 
will be running at the rate of $52 billion a year as compared with $19 billion a 
year fiscal 1951. This is an increase in expenditures of $37 billion a year, and is 
equal to practically the total spent by the American people for consumers durable 
goods including autos and housing in the boom year of 1950. In other words, the 
increase in military spending is equal to the entire amount spent for all of our 
consumers durable goods and all of our housing. 

With such a tremendous increase in spending, certainly it should be expected 
that there would be no unemployment in these industries—that there would be 
enough defense orders to reemploy the people affected. Yet in our part of this 
field alone there are 47,000 unemployed. 

A case in point has come from part of our own industry, the electronics indus- 
try. There have been many complaints that the shortage of production of elec- 
tronics equipment has been holding back the whole defense program. Yet it is 
in this field where some of the most glaring illustrations occur of the waste of 
manpower and facilities 

The radio and television industry already has plants, facilities, manpower, tech- 
nical skill, capable of producing a large part of the electronic equipment needed. 
Thousands of people in this industry are unemployed today and facilities are 
underutilized. Yet entirely new plants are being erected with the use of scarce 
materials and entirely new work forces are being trained. There is simply no 
relatiouship between the location of the trained manpower of the radio and TV 
industry and that of the military electronics program. 

For example, Chicago, which has 19 to 20 percent of the radio-TV and parts 
labor force, got only 8 percent of the military contracts. The Philadelphia and 
Camden area, that has 12-13 percent of the radio-TV manpower, got only 10 
percent of the military contracts. Fort Wayne, which has 3-4 percent of the 
radio and TV manpower, got only 0.06 percent of the military contracts. Yet 
Los Angeles, which has only about 2 percent of the radio-TV manpower, got 10 
percent of the military contracts. 

Of the $4 billion fer procurement of military electronics articles placed in 
fiscal 1951, less than S percent went to the radio-television industry. Companies 
which had not been in the industry at all received about 20 percent of the defense 
orders. 

The Government has aided in this terrific waste by issuing with the utmost 
liberality certificates of necessity which provided a handsome tax exemption to 
build new plants. In Bowling Green, Ky., the Westinghouse Co. closed and 
abandoned a plant which was built only during the last war for making of 
electronic tubes. Several hundred people were thrown out of work. Yet thie 
Government has issued $20 million in tax-amortization certificates to the West 
inghouse Co. for the building of new plants to make electronic tubes in entirely 
new areas. 

We do not object, in fact, we approve, of the policy to expand our industria! 
capacity. But we maintain that it makes no sense to throw out of work people 
who could be producing defense goods while entirely new and unnecessary plants 
are constructed out of the materials which could have kept these people at work. 

The same situation exists in the other consumer-goods parts of our industry 
which had been making refrigerators, washing machines, small electrical appli- 
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ances, etc. Reports from all over the country show that thousands of these 
workers are unemployed, drawing a miserable unemployment compensation, 
and are prevented from usefully producing the things we need. 

Starting toward the end of 1950, shortly after the defense program got under 
way, our union warned the agencies of Government against these dangers. We 
called them to the attention of the Munitions Board, the DPA, the NPA, the 
ODM, to committees of Congress. In spite of these warnings, the dangers we 
pointed to, of large-scale unemployment in the midst of a defense boom, exist 
and has continued for months. 


Ill, FAILURE OF CONSUMER BUYING POWER 


The unemployment that exists at present in consumers-goods industries is 
obviously not all due to the defense program. Thousands of workers are unem- 
ployed in textiles, clothing, shoes, and other soft-goods nondefense industries. 
Here, it is acknowledged, the problem is one of a failure of consumer demand. 
This failure of consumer demand in turn threatens parts of our own industry. 

Propaganda that the defense boom has substantially raised the standard of 
living of workers is simply not true. In the main, workers have been hard 
put to it to keep abreast of rising living costs and taxes. For example in spite 
of a raise of $11 a week in wages—from $56 to $67—the average worker in 
manufacturing had a spendable income in December 1951 that was only 36 
cents a week higher than in January 1950. By spendable income, we means 
the income after Federal taxes in January 1950 dollars. In other words, even 
without considering the increased impact of local sales and other taxes, the’ 
average worker could spend only 36 cents a week more in December 1951 than 
in January 1950. In our own electrical-machinery industry, in spite of an 
inerease of $12 in gross weekly earnings—from $58 in January 1950 to $70 in 
December 1951—the spendable income increased by only 73 cents a week. 

Secretary of Labor Tobin has pointed to the fact that there are 20 million 
workers, and many of these are in our own industry, whose wages have not even 
kept pace with the increased cost of living. These workers cannot even buy as 
many goods as they did in January 1950. 

In the meantime, workers have hanging over them about $20 billions of 
installment payments which is a heavy burden on their pay checks. 

While it is true that savings are running at a rather high rate, every report 
of the Federal Reserve Board has demonstrated the fact that the vast bulk 
of these savings are held by the groups of incomes of more than $5,000 a year. 
In 1950, for example, according to the Federal Reserve Board, the 10 percent 
of our population with the largest incomes has 73 percent of all the net savings. 
In contrast the 70 percent of the people at the bottom spent more than they 
earned. 

The net result of all this is that 15 million workers in manufacturing who 
are barely keeping abreast of the January 1950 levels cannot buy the clothing 
and textiles and shoes to keep worker in those industries employed. In turn, 
the ability of clothing and textiles workers to buy buy consumer durable goods is 
restricted. 

To the extent that price and tax increases have wiped out increased purchas- 
ing power and even reduced it among millions of workers, Government policy 
is responsible for a part of the current unemployment. 

At the same time, many producers of consumer durable goods in an effort 
to take advantage of the situation in 1950 overproduced. They had expected 
to sell their goods at high prices in a sellers market before price controls could 
he made effective. This no doubt contributed to the slump that took place in the 
middle of 1951 from which we have not fully recovered. Many consumers reacted 
violently against the rising prices, others found that the imposition of price con- 
trols made public buying unnecessary, and still others found that the rapid in- 
crease in the cost of food and rents prevented them from expanding their pur- 
chases of other goods. 


IV. NEED FOR THE CURRENT BILL 


At the present time unemployment-compensation benefits provide a maximum 
of about 50 percent of a worker's weekly wages, but never above a given dollar 
figure. According to many surveys, the cost of food and rent alone amounts 
to more than 50 percent. In other words, present unemployment-compensation 
benefits are not adequate to provide enough for even food and rent. If unemploy- 
ment continues over any period of time, the weekly deficits in order to provide 
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the basic necessities of life will more than wipe out any savings most families 
may have. 

For a worker in the electrical industry with average wages of $70 a week, 
(equivalent to $58 in January 1950 terms) the present bill would provide a 
maximum of $49 if he had two dependents, depending upon the State. This is 
little more than enough for food, rent, and the minimum essentials of family 
maintenance. Forty-nine dollars a week at current prices and considering the 
inereased taxes is equivalent to only about $40 on the basis of January 1950 
prices and taxes. 

In the National Survey of State Benefits released by the United States De 
partment of Labor entitled “Significant Provisions on State Unemployment 
Insurance Laws September 1, 1950,’ it was shown that the benefits paid by 
States range from one-twenty-sixth of the wage of the highest quarter to one- 
twentieth of the wage of the highest quarter. Where the standard of one-twenty- 
sixth is used the amount added to the worker's benefit under this bill will be 
3814 percent. Where the one-twentieth is used the additional amount would be 
correspondingly less. The over-all figure would be certainly less than $10.50 a 
week that would be needed to make up to 50 percent of the national! paid-out 
average. In States that had a maximum payment of $380 a week and a worker 
earned $60 a week the additional amount under this bill which provides for 65 
percent maximum would be about $9 a week. Where $21 per week is the 
benefit maximum the 50-percent increase would be $10.50 a week. 

Workers displaced through no fault of their own should at least be given 
the same consideration as businesses that received tax deductions in years 
when their profits do not equal certain standard figures. Workers do not have 
the carry-back and carry-forward provisions of businesses nor do they get tax- 
exemption certificates. We believe that the provisions of the present bill are in 
reality very modest since the total that the person could get would be limited in 
most cases by the level of State payments in dollars per week rather than 
by the 65-percent ceiling that is in this bill. Even under this bill workers 
could not maintain themselves and their families for any lengfh of time by this 
additional unemployment compensation. But it might be the means of keep- 
ing certain skills and industry in an area until defense orders have taken up 
the slack. 

In our opinion, the provisions of this bill would have a salutary effect in 
prompting and pushing governmental officials to provide means for the reem- 
ployment of able-bodies unemployed workers. It will be found that putting de- 
fense contracts into areas of heavy unemployment is much cheaper than paying | 
additional unemployment-compensation benefits. It would be a means by which 
the provisions of defense manpower policy No. 4 for the placement and procure- 
ment in areas of labor surplus is really made effective. In turn, the additional un- 
employment compensation provided for by this bill will create purchasing power 
to help the sorely distressed clothing, textile, leather, and other soft-goods 
industries. 

Since the unemployment in our industry and a substantial part of that of 
many others is due in large measure to governmental policies and actions in 
the fields of defense contracts, materials, allocations, prices and taxes, the 
victims of this unemployment should not be required to bear the burden of it 
upon their own shoulders. The additional benefits requested under this bill 
should be considered and as a national charge—a large part of which should 
be added to the defense costs. 

We consider this bill, however, as only a temporary and stopgap substitute 
for revision of the entire unemployment compensation structure, which should 
require a Federal system with more adequate benefits. The need for this 
bill and the present unemployment situation clearly demonstrates that the un- 
employment locally is in so many cases the result of policy by Government or 
industry on a national level. Therefore, action to alleviate it must also be on 
the national level. 


STATEMENT OF Harry D. Sayre, INTERNATIONAL PRESIDENT, UNITED PAPERWORKERS 
or America, CIO 


The current unemployment situation in various areas of the United States 
affects and includes major branches of the paper industry. 

Workers in the container division of the industry, particularly those em- 
ployed in corrugated box manufacture, have been severely hurt by this con- 
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dition. As a direct result serious cuts in employment and income have been 
sustained by paperboard mill workers. 

Aggravating this situation is the fact that, for the most part, centers of paper 
industry unemployment coincide with those areas classed as “labor surplus” 
regions by the Department of Labor. 

Paperworkers laid off as a result of present industry condition face the bleak 
prospect of searching for jobs in areas of labor surplus. 

As in most heavy industry, the working force of the paper mill or paper 
converting plant is not mobile. Paperworkers are unable to shift to areas of 
labor shortages. Furthermore, it can be readily demonstrated from past experi- 
ence that it is not in the best interests of our mobilization effort to have ex- 
perienced paperworkers leaving this vital industry during a period of employ- 
ment “lag.” ° 

During the past 9 months, according to the Paper Trade Journal, paperboard 
production has dropped from 104-105 percent of rated capacity to about 84-86 
percent of rated capacity. 

Industry surveys have shown that among the most pressing reasons for this 
sharp drop have been— 

1. Cutbacks in output of durable goods, parts and accessories caused by re- 
stricted metal supplies, resulting in loss of demand for kraft liner boards and 
shipping containers ; ; 

2. Reduction of Government demand for V-boards for ration packaging as 
well as other boards; and, 

8. Drop in building board requirements due to Government restrictions on 
construction. 

It is apparent that these reasons are directly connected with the national 
mobilization effort. 

The current unfortunate combination of circumstances has the net result 
of wreaking a real and substantial hardship on unemployed paperworkers. 
We submit that this hardship is a direct result of the shift from civilian to 
military emphasis in many segments of our economy. The shift to defense 
production is part of our national mobilization effort. It is a national effort 
with concomitant national problems. Area unemployment is one of those nationa! 
problems, a major problem. 

It is manifestly unfair and impractical to expect specific States to bear the 
cost for adequately remedying this situation. Unemployment in one State caused 
by shifting to defense production is a national problem, the cost of which should 
be borne by all of the States. 

Present provisions of various State unemployment compensation laws fall 
woefully short of the mark in ameliorating the situation as it is today. Paper- 
workers unemployed during this “lag” period face a stringent cut in living 
standards. 

Employees in the container and paperboard sections of the industry are nor- 
mally above average in pay for United States industry as a whole. National 
hourly average for the paper industry (according to Bureau of Labor Statistics 
and Bureau of National Affairs figures) is $1.46. By a conservative estimate, 
average weekly earnings of paper industry employees prior to lay-off was between 
$60 and $80 with the median figure above the midpoint. It is obvious, therefore, 
that present unemployment compensation allowances, even the most liberal, do 
not provide a minimum subsistence allowance for unemployed paper workers. 

Continuation of unemployment, even for a relatively short period, means loss 
of homes, evictions, repossession of cars, refrigerators, radios, etc. Widespread 
conditions such as these can have a recurrent depressive effect upon the economy, 
creating even further unemployment. 

In the paper industry we face the prospect of the unemployment situation 
becoming worse rather than better. Thousands of paperworkers are presently 
sharing short hours by agreement with management. Paper industry employers 
are reluctant to sever relationships with their experienced work force. These 
employers are also interested in seeing that their liabilities under compensation 
laws do not increase. 

This cannot continue indefinitely as there is bound to be pressure from top 
seniority workers, who have every justification, to bring shift hours up to normal. 
These employees will have reached the conclusion that there is no sense in all 
“starving” together on industry's payroll when some could get longer hours by 
the balance “starving” on unemployment compensation. 


97697—52——_12 





168 UNEMPLOYMENT INSURANCE 


Employment in the paper industry sharply reflects national and regional 
industry employment pictures. Trends in paper containers and paperboard are 
a barometer of future conditions in other industries. Used for packaging and 
shipping, ordered prior to the manufacture of hard goods, the paper container 
and related paper industry products suffer immediately when there is a slump. 
Cutbacks in the use of critical metals and other materials which have caused 
unemployment in various industries are felt first by unemployment in paper. 
This is borne out by the fact that our most significant unemployment area is in 
Michigan and the Middle West with proportionate slumps in other labor 
surplus areas. 

The United States Government's defense program and its decisions have con- 
tributed in a large part to the present critical unemployment situation. This 
being true, and the facts are evident, it follows that the Government must assume 
the responsibility of correcting the basic cause while providing reasonable relief 
from present hardships of unemployment. 

The United Paperworkers of America, C1O, therefore earnestly urges the Sub- 
committee on Unemployment Insurance to immediately and favorably report out 
of committee H. R. 3391. 

Our union stands ready to supply the subcommittee with any statistical data 
we have available on industry employment conditions. 


STATEMENT OF ALEX BaAtL, SecrReTaArY-TREASURER, PLAYTHINGS, JEWELRY, AND 
Novelty WorKERS INTERNATIONAL UNION—CIO 


Mr. Chairman and Members of the Committee: Our union represents large 
numbers of workers in the jewelry, toy, and novelty industries. We welcome 
this opportunity to support this measure which would supplement unemploy- 
ment compensation benefits under State laws with Federal funds, in certain cases 
where workers are unemployed during the national emergency. This is a step 
whieh has been too long forthcoming. It commends itself now to the urgent 
needs of large groups of workers throughout the country and, especially, to 
the needs of workers in our industries, at the present time. 

Our members work in consumer goods industries which for the most part 
function marginally in comparatively small factories against a background of 
scarce materials, consumer resistance to the product, and inability to effect a 
rapid or meaningfully scaled transition to the present requirements of the 
Government for large equipment, or to its immediately anticipated needs for 
subcontract war work. 

The result of this unhappy conjunction of economic factors has visited such 
serious dislocation on our industries that it is impossible to envisage any over 
all solution. Under such circumstances, attention and action must be channeled 
in the direction of immediate alleviation of growing hardships. A direct and 
most needed avenue for such action is the allocation of supplementary Federal! 
funds for unemployed workers. 

In this connection, I should like to invite the attention of the committee to 
some of the appalling effects of recent governmental planning, no matter how 
essential, upon workers in the low- and medium-priced costume jewelry indus- 
try. Here the problems have been most quickly telescoped and have taken their 
most intense form. However, they are only different in their time of occurrence 
and not in their essential character from the problems it would not be unreason- 
able to expect in the toy and novelty industries in the coming period. 


I. THE NATURE OF THE JEWELRY INDUSTRY 


The low- and medium-priced jewelry industry—costume jewelry, men’s jewelry, 
emblematic jewelry, religious jewelry, watch accessories, industrial jewelry— 
processes base metals into popular-priced utility items. It uses brass as its 
principal raw material and often combines tin, nickel, lead, and zine with gold 
and silver. The present scarcity of its basic raw materials for civilian production 
needs hardly be overstressed. The industry is basically retrograded in its meth- 
ods. Recent attempts have been made toward a mass-production technology. 
However, the constantly changing “high-fashion” nature of the product and the 
very small average size of plant facility compels a large proportion of hand to 
machine labor. 
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Il. SOME ALARMING UNEMPLOYMENT DATA FOR THE INDUSTRY 


The industry centers around the Providence, R. L., and the Attleboro, Mass., 
area. The 20-mile radius around Providence, R. 1. is known as the jewelry 
center of the world. The entire industry in all localities has some 48,000 
employees, and 38,000 of these work in the Providence-Attleboro areas. It has 
been estimated that some 90 percent of the population of Attleboro and North 
Attleboro are dependent upon jewelry for their livelihood. The jewelry industry 
is the second largest employer in Rhode Island. More than 25 percent of the 
population of Providence, R, L., is dependent upon the jewelry industry, and this 
figure is conservative if indirect dependence is considered. 

The entire Providence area normally employs about 150,000 in manufacturing, 
textiles accounting for some 50,000 and jewelry for some 40,000. The total labor 
force in the area, including manufacturing and nonmanufacturing labor, ap- 
proximates 350,000. Of these 350,000 some 150,000 are classifiable as primary 
workers employed in manufacturing and the remaining 200,000 as secondary 
workers dependent upon the primary manufacturing workers’ pay. 

The very serious problems of lay-offs, unemployment, and lack of business in 
the textile industries—the first largest employer in the New England areas— 
fill the daily headlines and need not be further belabored before this committee. 
The constant movement of textile manufacturers away from comparatively retro- 
graded New England factories to more modern plants and lower southern wage 
scales against a background of a precipitous decline in business of those not 
moving has left large groups of unemployed in its wake. The entire area is 
rightly called a distress area. 

Cut-backs in scarce materials and the general decline in business in the jew- 
elry industry intensified lay-offs and unemployment. The United States Em- 
ployment Service report for October 1, 1950, showed that lay-offs since the spring 
of that year were in excess of 5,000 people and they have continued to date. 
Last Thursday, February 14, 1952, for instance, the Taunton Daily carried the 
following article: 


“IDLE PAY CLAIMS UP 940 FROM 1951--1,495 AREA JOBLESS ON SECURITY ROLLS 


“A total of 1,495 unemployment claims on file at the Taunton employment 
office for the week ending January 26 represents an increase of 940 claims over 
the corresponding week in 1951, it was disclosed today by the division of em- 
ployment security. 

“Unemployment payments throughout the State, for the first 4 weeks in Jan- 
uary, totaled $5,247,543 compared to last year’s total of $3,951,775 for the same 
period, an increase of 33 percent, it was announced. 

“Increases in unemployment claims were recorded as: Attleboro 613; Fall 
River 4,594; New Bedford 2,340; and Brockton 455.” 

In November total unemployment in the Providence area was estimated at 
33,600 and of these 25,700 were claiming employment security benefits. It is 
significant that this figure is more than double the figure of 15,800 for February 
of last year. 


Ill, THE SPECIFIC IMPACT OF ALL THESE FACTORS ON EMPLOYMENT 


The industry is not dispersed. If it were, the unemployment figures might 
be slightly less alarming. However, workers in these areas are without mobility 
for there are no jobs elsewhere in the community. 

A recent United States Employment Service report is pointed in this regard: 

“The existing supply of labor, resulting as it has mostly from curtailments in 
the light industries, would be well adapted to, and adequate for filling the pos- 
sible future labor demands of these same industries. But the metal trades, par- 
ticularly in any of their classifications calling for skilled males or those with 
special physical qualifications, such as for heavy labor, would undoubtedly have 
much difficulty in filling their worker needs out of this unemployed pool. This 
pool has been quite thoroughly drained of such workers. The much larger por- 
tion of the unemployed that still remains would do very well within their own 
industries or occupations, and as such they would represent an ample labor 
supply for such purposes, but for such purposes only.” 

The Honorabl€ Dennis J. Roberts, Governor of Rhode Island, in a letter to 
Mr. Manly Fleischmann, Administrator of the National Production Authority, 
dated November 30, 1951, addressed himself to the urgencies of the situation, 
against a background of materials shortages: 
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“I regret that circumstances prevent me from describing to you in person the 
present situation confronting the State of Rhode Island. While the solution of 
the present unemployment situation is not presently in sight, the far-reaching 
effect of our unemployment situation is all the more alarming in an economy 
which has experienced less than average expansion in the past few years. 

“The prospect of an additional 10,000 jewelry workers being thrown on unem- 
ployment rolls, which have already swollen to 35,000, would present a truly 
critical situation. The inability of other industries to absorb unemployed work- 
ers will cause a decrease in income to individuals of over $450,000 per week, 
based on present average weekly earnings in the jewelry industry. Our unem- 
ployment-compensation program could not be expected to make up more than 
approximately half of this total lost. It is not necessary to impress upon you 
the seriousness of a wage loss of such proportions, except to indicate that Rhode 
Island’s presen! economy is not prepared to resist this type of injury. 

“If 10,000 jewelry workers are forced to accept extended periods of unemploy- 
ment, the unemployment-insurance benefits up to $3%4 million would be required 
and this would seriously impair our employment security reserves, which are now 
down to $24 million. 

“It is also necessary to point out that many of these unemployed jewelry work- 
ers will, if material shortages persist, as now appears inevitable, eventually find 
it is necessary to turn to the general public assistance rolls. Obviously, this 
would place a serious additional burden on the revenues of the State and local 
governments. The inevitable effect of such a move on the abilities of the industry 
to support their Government by taxes would further aggravate the situation. 

“While the slack caused by decreased material allocations might be taken up 
by the receipt of defense contracts, it has been demonstrated over the past 2 years 
that the jewelry industry, with its present facilities, does not readily adapt itself 
to this phase of the defense program. There is little doubt that the jewelry 
industry is essential to the economy of the State of Rhode Island. As Governor 
of the State of Rhode Island, I cannot impress upon you too strongly the impor- 
tance of providing continued employment to the workers of the jewelry industry.” 


IV. WHILE LESS INTENSE, THE PROBLEM IS SIMILAR IN OTHER AREAS 


The bulk of the relatively few jewelry-industry workers, not in the Providence 
Attleboro areas, are concentrated in New York. While the mobility of unem- 
ployed jewelry workers in the New York area is greater than in the New England 
areas because of the greater possibility of absorption in other industries, the 
employment outlook in the industry itself is very poor for the same reasons. To 
aid ourselves and this committee, our representatives contacted more than half 
of some 60 medium-priced jewelry firms to explore the reasons for recent lay-offs. 
Pertinent excerpts from this first-hand report point up the seriousness of the 
situation : 

“A majority of more than 60 shops have been contacted regarding the unem- 
ployment problem faced by them. The great majority of employers blame busi- 
ness conditions—lack of orders—as necessitating lay-offs. A few blame beth 
business conditions and shortage of materials. A small number blame the situa- 
tion solely on the shortages of materials. 

“The following are illustrative of practically every one of our watclhcase, 
bracelet, and jewelry shops: 

“Lelaune Manufacturing Co., Inc., manufacturers of costume jewelry, in answer 
to our question regarding the unemployment situation, stated that they normally 
employed 50 workers, but due to shortages of materials were forced to lay off 
about 20 of its workers. 

“An even more serious situation exists in Murray Simon Co., manufacturers 
of costume jewelry. The company normally employs about 100 employees, but 
within the past 10 days has been forced to lay off approximately 85 workers. 
This company attributes the lay-offs to lack of orders and to shortages of ma 
terials. 

“One of our biggest watchease and novelty jewelry shops, D. Ornstein & Sons, 
normally employs about 175 workers but within the past week was forced to lay 
of about 85 workers. 

“Swiss Watch Dial Co., Inc., normally employs about 200 and is now working 
with approximately 75 employees. This company manufactures watch bracelets 
and watch dials. 

“The above illustrations can go for the great majority of our jewelry shops— 
the chief problem seems to be shortage of materials and lack of orders and the 


outlook is pretty dark.” 
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Vv. DEFENSE PRODUCTION OFFERS NO SOLUTION 


The following circumstances intensify the problems of earning a living for 
jewelry workers in the jewelry center areas already extremely high in un- 
employment. No ready solution is in sight nor have any salutary immediate or 
long-term programs for alleviating the seriousness of the situation been ad- 
vanced. Conversion to defense production which suggests itself as a possibility 
in other industries and offers a solution in many is without significant help to 
the jewelry industry. This unhappy result is not accidental but is basically 
anchored in the economics of the industry at present : 

(1) The defense program for World War II, starting in 1941, was a full- 
scale all-out effort. It was able to use practically all of the country’s production 
facilities. Our present defense program intends to use only a relatively small 
percentage of the Nation’s productive capacities at this time or in the immedi- 
ately foreseeable future. 

(2) The procurement arms of the Government are now confining their interests 
to large-scale heavy-equipment production of the character of ships, tanks, and 
guns or major equipment component parts. From a broad production point of 
view, such a program necessarily confines the jewelry industry to such sub- 
contracting work of a secondary nature as may trickle down to it. 

(3) Even though the subeontract work would be on minor components of 
production, large-scale conversion of plants, equipment and machinery would be 
essential before the jewelry industry could put itself in a position to accept such 
work even were it offered in significant volume. 

(4) Prime contracts are, for the most part, unlikely at the present time or 
in the future because of the serious limitations of the production facilities of 
the industry. For instance, 50 percent of the firms in the industry have less than 
25 employees. The latest Census of Manufacturers Report (1947) estimates 
that there were some 1,039 jewelry manufacturers in the greater Providence 
area which then employed some 40,559 workers. Employment in the area was 
centered in small factories with less than 100 workers as shown in the follow- 
ing breakdown : 
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While the total of employees has increased since 1947 the same pattern of 
dispersal among many small marginal plants prevails today. 

(5) The reduction by allocations of necessary base metals for the industry 
and the inability to secure defense contracts is a most vicious circle. The 
accumulation of enough capital, industrywise, to make any rapid or extensive 
conversion of plant facilities is made impossible. During World War II, 70 
percent of the production facilities of the jewelry industry were converted to 
war work. Yet, less than 5 percent of the jewelry industry's production facili- 
ties is now being used for war work. Even this 5 percent is concentrated in 
those few plants of sufficient size and with sufficient reserves of capital to man- 
age the required scale conversion of facilities. This is not unlike World War 
II when approximately 40 percent of the war work performed in the industry 
was done by 7 or 8 firms which were able to employ over 500 workers. 

Task forces have been sent into the industry by the NPA to initiate corrective 
measures. However, the economics of the situation suggests persuasively that 
relief is not to be expected, for the present or the near future, through conversion 
to defense production. 

These are realistic predictions of the industry’s limited expectations and 
potential from a defense point of view based on present governmental mobiliza- 
tion plans. However, the objective circumstances may well change as it may 
become necessary to implement our foreign policy by further all-out mobiliza- 
tion. Should these objective circumstances change at a rapid tempo, or should 
the tendency for all-out mobilization become intensified, sight should not be 
lost of the fact that during World War II the jewelry industry was able to 
contribute 70 percent of its production facilities to defense work. The indus- 
try has been able to estimate that of this 70 percent defense work, 90 percent 
was of a subcontract type and 10 percent of a prime contract nature. These 
proportions are significant in showing that the specialized techniques of the 
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skilled workers in the jewelry industry were and are adaptable to defense pro- 
duction on the subcontract level. This, conjoiied with the speciai nature of 
the plant facilities, strongly suggests the desirability of maintaining as intact 
as possible this working force. The present bill, S. 2504, proposes to extend the 
periods of duration for payment of compensation which under the present mo- 
bilization emergency are woefully short in many States. 

Additional Federal funds and the extended period of payment will affect in 
some measure the maintenance of these skills as a potential working pool 
which can be drawn upon during the mobilization emergency. 


VI. CONCLUSION 


The Congress has enacted legislaton helpful to various segments of the econ- 
omy during this period of dislocation due to rapid conversion to defense pro- 
duction. From a general over-all viewpoint, administrative agencies have been 
set up to help small business. The tax laws have been amended to encourage 
the building of new plants and the acquisition of equipment. The Defense 
Production Act has helped manufacturers, wholesalers and retailers with their 
price problems. This is a measure which, as I have said before, commenis 
itself very strongly to the needs of the workers in all industries left essentially 
unprotected by the dislocations visited on the economy by the conversion pro 
gram and is of especial need to the workers in our industries. 

For the foregoing reasons, we earnestly urge this committee's favorable action 


on 8. 2504. 


STATEMENT BY SeCRETARY-TREASURER Harotp J. GArno, New York Strate Cli) 
COUNCIL 


The New York State CIO Council supports H. R. 6174 and urges its prompt 
enactment. 

This organization has, from the beginning of the national emergency, urged 
prompt and effective mobilization of our country's military, economic, and tora! 
strength to meet the threat of Communist aggression. 

From the beginning we have also maintained that mobilization policies, if they 
are to succeed, must be formulated on the basis of equality of sacrifice. 

The process of converting a large share of our resources from civilian to 
defense purposes has created large islands of unemployed workers and idle 
machinery. Workers thrown out of their jobs in this process without questio: 
are forced to bear a disproportionate share of the national burden of sacrifice 

The main reasons for our support of H. R. 6174 are: 

I. Substantially increased unemployment compensation benefits are necessary 
to protect the physical health and well-being of unemployed workers and their 
families. 

II. Such benefits will help to maintain adequate reserves of skilled workers in 
areas where production is temporarily suspended due to change-over to defense 
production. 

III. Such benefits are necessary for maintaining the morale of workers in this 
period of grave national emergency. 

IV. The Federal Government has a particular responsibility in the curren! 
unemployment situation because it is a byproduct of the mobilization program. 

I, The unemployment-insurance benefit scale in New York State, ranging from 
$15 to $30 weekly is clearly inadequate to provide workers with real protection 
against privation during periods of unemployment. 

The program is supposed to provide benefits equal to one-half normal wages. 
The maximum benefit in New York today does not equal one-half of averagt 
wages in manufacturing industry. The average benefit of about $25 weekly 
barely equals one-third the average wage of about $67. 

The inadequacy of these benefits is even more glaring when contrasted with 
living costs in our cities today. 

There can be no question but that our unemployment insurance benefits do 
not provide unemployed workers with the protection they need and should 
have. 

II. Facilities for defense production in New York State are still expanding 
New plants are being built. Many plants have laid off workers temporarily 
while converting to defense preduction. Others are operating well under capac 
ity due to shortages of materials, supplies, and equipment. The maximun 
capacity of these plants will eventually be essential to the defense program. 
But in the meantime, numbers of skilled workers—lacking the protection of 
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adequate unemployment insurance—are likely to have left the area to seek 
employment elsewhere. 

Supplementary unemployment-insurance benefits, such as are provided for in 
this legislation, will decidedly improve the chances of maintaining necessary 
reserves of skilled labor in important producing areas. 

III. As much as it needs tools, guns, and food our defense program needs the 
firm resolve of the people. 

We are faced with idleness in the midst of mobilization and want in the midst 
of plenty. 

The destructive and tragic effects of this irony on the morale of unemployed 
workers should require no documentation. 

The breakdown of morale is aggravated by the scrupulous concern which has 
been shown for business and industry in order, not only to relieve them of 
burdens, but to assure them of gain as a result of the national mobilization. 

Provision has been made for corporations to pass on the cost of new plants 
and equipment to the public through rapid amortization. Taxes can be carried 
forward or backward as best suits their balance sheet. Price regulations permit 
them to pass on to the consumer any increase in their costs regardless of profits. 

However, our case for necessary increased consideration for American workers 
is not based on the excessive consideration which has been given to a large part 
of American business and industry. 

IV. There are more than 280,000 unemployed workers in New York State at 
this time. This is an increase of 25 percent over the same period last year. In 
some important industrial areas of the State, the increase is over 100 percent. 

By far the greatest proportion of these workers can attribute their unem- 
ployment directly or indirectly to mobilization, as a result of (1) shortages of 
materials and defense-program restrictions, (2) plant conversion or relocation, 
(3) procurement policies which ignore established labor standards and the 
needs and capacities of established producing areas, or (4) sharply reduced 
consumer purchasing caused by the upward spiral of prices which in turn stems 
directly from defense mobilization. 

On all counts: as protection against privation, as a deterrent to the dispers:! 
of necessary reserves of skilled labor and as protection against doubt and disi!- 
lusionment among workers, the unemployment insurance program in New York 
State, as elsewhere, is inadequate. 

Its deficiencies are clearly injurious to the national interest in this period of 
national emergency. 

The supplementary benefits provided under the terms of H. R. 6174 will serve 
to alleviate the effects of these deficiencies and aid the mobilization program, 
The New York State CIO Council, therefore, urges this committee to report 
favorably on this legislation with minimum delay. 


New ENGLAND Is Harp Hitr—SrateMENT PRESENTED BY WILLIAM BELANGER, 
PRESIDENT OF THE MASSACHUSETTS StaTe CIO INpUSTRIAL UNION CoUNCIL 


Unemployment in New England is most severe. We are suffering from the 
contraction in consumer demand which has hurt our textile, shoe, and consumer 
goods industries. We have also witnessed a sharp curtailment of employment 
from the limitations on raw materials to consumer goods industries as in the 
case of the jewelry industry. 

The unions in these industries have appealed to the Federal Government for 
immediate aid. They want employment. The Textile Workers Union of Amer- 
ica has urged acceleration of the military procurement program to help tide over 
the period of low-consumer demand. The jewelry unions have asked the Gov- 
ernment to award them Government contracts of the type which they can meet. 
Emergency action is necessary to revive the entire area. In the meantime we 
have urged the governors of the New England States to consider the long-term 
problems of the region so that a strong movement for expansion of new employ- 
ments in the region may be immediately started. 

New England suffers from desertion and neglect by those who have garnered 
their riches from it. These difficulties have been compounded by the mobiliza- 
tion program. The restrictions on buying, the high taxes, the high food prices, 
the removal of rent ceilings, the award of Government contracts to other 
regions, as well as the encouragement of home ownership with its long-term 
mortgages, have led to the reduction of consumer buying. This type of con- 
traction of employment cannot be differentiated from that resulting directly 
from the curtailment of supplies as in the jewelry industry. 
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We, therefore, believe that this is the opportunity to aid the region maintain 
the working qualities of its people. They are ready and able to participate 
fully in the rearmament program. Many come from countries where dictator- 
ship has taken a real toll. They either have known or have heard of the perse- 
cution of members of their families and friends by dictators. They are devoted 
to the freedoms and opportanities which they have enjoyed here. They want 
more opportunity through new employment. 

New England has some of the most depressed areas in the country because the 
unemployment in the textile, shoe, and jewelry industries cumulate in this area 
and necessarily generate new clusters of unemployment in the service industries. 
During the year 1951, New England lost more than 50,000 jobs. New England 
has nine areas of substantial unemployment. These are Brockton, Fall River, 
Lawrence, New Bedford, and Lowell, in Massachusetts ; Providence, R. I.; Nashua 
and Manchester, in New Hampshire; and Danielson in Connecticut. 

During January 1952, 150,000 individuals filed claims for one or more weeks 
of unemployment. They were as follows: 


Rhode Island 
Massachusetts 
Connecticut 
New Hampshire 


Vermont 


The claim load is 35,000 higher than a year ago. 

A rough estimate of total unemployment in New England at the present time 
would be between 200,000 and 250,000, many of whom have exhausted their bene- 
fit rights under unemployment insurance. For example, in the city of Lawrence, 
Mass., the estimate of unemployment is 12,000. Of this number, 6,930 are 
currently collecting unemployment insurance. The cumulative exhaustions since 
April 1, 1951, in the current benefit year were 6,579. Some of these have gone 
back to work and others have retired from the labor foree, but a large segment 
of the total of 6,579 are still unemployed, available for work, but have no benefit 
rights accruing to them under unemployment insurance. A similar situation is 
true in Lowell and Brockton. In New Bedford and Fall River, the total unem- 
ployment looms large and the percentage of those collecting unemployment 
insurance is proportionately large. This is due to the fact that the heavy declines 
in New Bedford and Fall River have been fairly recent. 

While the situation in Connecticut is the reverse of that in the other five New 
England States so far as total employment is concerned, there are still pools of 
unemployed in the durable goods and machine centers of the State. For example, 
Bridgeport has a total unemployment of 3,400 people, and of that number 2,523 
are collecting unemployment insurance. In this area, 1,622 of the unemployed 
have exhausted their benefits. Hartford has a total unemployment of approxi- 
mately 2,700, and New Haven an unemployment of approximately 2,500. 

The Providence-Woonsocket-Pawtucket area in Rhode Island has probably 
been the worst-hit area in New England. The estimate of unemployment in 
Rhode Island runs from 35,000 to 50,000, with 28,000 currently collecting unem- 
ployment-insurance benefits. Thirty percent of those covered in the program 
in that area have already exhausted all their benefits. 

Attached to this statement is a table showing the total unemployment, total 
insured unemployment, and cumulative-benefit exhaustions for key cities in 
Massachusetts and Connecticut (table I). 

We are also attaching a list of the recipients of public welfare in four Massa- 
chusetts cities in December 1951. In these four cities with a labor force of 
250,000, 30,300 persons were unemployed; of these, about 21,00 were entitled to 
unemployment-insurance benefits. The remainder had already exhausted their 
benefits. In addition, in these communities in December 1951 there were 16,046 
active public-welfare cases. Of this number, 12,232 were on old-age assistance 
representing generally persons who had been released from employment and 
unable to support themselves. There were 2,155 cases of general relief. There 
were 1,322 cases of aid to dependent children and 347 cases of aid to disabled. 
These are the tolls of unemployment which we would like to minimize through 
the proposed legislation. 

The unemployment-insurance laws of New England provide maxima of $24 
per week in the case of Connecticut, $25 per week in the case of Maine, Massa- 
chusetts, Rhode Island, and Vermont, and $28 in the case of New Hampshire. 
The State of Connecticut pays $3 for each dependent up to one-half of the weekly 





UNEMPLOYMENT INSURANCE 175 


wage. In this case the present bill will be most beneficial in raising the ceiling 
to 65 percent of the weekly wage for persons without dependents and 75 per- 
cent for those with four or more dependents. The State of Massachusetts pays 
$2 per each dependent child, but sets as a maximum the average weekly wage. 

These benefits when compared with actual earnings definitely establish their 
inadequacy and the need for supplementation. These weekly benefits in States 
without dependency allowances are typically well below 50 percent of the 
average earnings in the State (table III). The addition of the 50-percent 
supplementation will bring benefits typically to about 65 percent of the average 
weekly earnings in the States. 

We urge your committee to recommend the adoption of the bill designed to 
liberalize unemployment-insurance benefits as provided in the present bill. 


Taste I.—Total and insured unemployment, and cumulative erhaustions, in 
Massachusetts and Connecticut cities 


Total unem- | 
ployment 
(appre xi- 

mate) 


Insured 
unemploy 
ment 


Cumulative 
exhaustions 


Brockton -. Se eee eee ae. 3, 000 1, 656 1, 707 
i ctistahantenbenawtdne get sag ene ce . 700 2,851 2, 795 
a SS RS PA TR 12, 000 6,00 6, 579 

New Bedford : J 5, 650 | 2 4, 600 | 

PEP exbananne 000 | 26,800 | 

2, 700 . 574 

400 2, 523 | 

2. 500 | 1, 876 | 

, 000 690 

ed Tet Eh rakb etet ett. ony Br ale 800 1, 181 | 

on SE CR CES: - 650 | 631 

Stamford-Norwalk_ ......... BEST ESEO | BITS: Sen FITS a 2, 100 | 1,481 | 


1 People who have since Apr. 1, 1951, exhausted in current benefit year. Some have gone back to work or 
from labor force. 
3 Heavy decline fairly recent. 





Tasle IIl.—Number of public-welfare recipients in Massachusetts cities in 
December 1951 
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Taste III1.—Marimum weekly unemployment-compensation bencfits, marimum 
duration of weekly payment, and average weekly earnings in New England 
States 
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1 $36 for workers with dependents in Connecticut; $51 in Massachusetts. 
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STATEMENT SUBMITTED BY THE UNITED FURNITURE WORKERS OF AMEKICA, CIO 


Directly and indirectly, furniture and bedding workers have been affected 
adversely by the defense program and by economic dislocations arising from 
the present national emergency. 

At the outset, it should be emphasized that the UFWA-CIO and its members 
wholeheartedly support the Nation’s defense effort in this period of grave crisis. 
But the UFWA-CIO believes that all hardships forced on the Nation by the 
defense effort should be borne equally by everyone. Sacrifice should not be 
demanded of workers and workers alone. 

What has happened in furniture and bedding clearly shows that while workers 
have been hard hit, manufacturers have enjoyed record-breaking profits. Profits 
before taxes of furniture and bedding manufacturers in 1951 hit an all-time 
peak and were 230 percent higher than in 1949. By contrast, some 45,000 pro- 
duction workers have lost their jobs in the past 9 months and other tens of 
thousands are working part time. 

Some of this unemployment can be traced directly to Government material 
curtailments. Reductions in metal supplies caused production cut-backs and 
unemployment in the spring, baby carriage, piano, and upholstery branches of 
our industry. Indirectly, the television cabinet branch of the industry all but 
closed down as the result of the sharp reduction in television production. 
Wood furniture suffered as the result of the dislocations caused by the inflation 
generated by the defense program, and inflation which is not being held in check 
by the inadequate legislation enacted by Congress. 

The net result of these developments is that some 15 percent of all furniture 
and bedding workers are unemployed and that other tens of thousands are 
only working part time. Moreover, the latest Government restrictions on new 
home building will cause an additional 25,000 workers in our industry to lose 
their jobs. 

Unemployment has become a major problem in leading furniture centers like 
Illinois, New York, Indiana, Michigan, and California. This problem will become 
aggravated until the defense effort is over the hump and until steps are taken by 
the Government to eliminate the unnecessary dislocations that have arisen out 
of poor planning and management of the defense program. National action by 
the Federal Government is needed now to help the hundreds of thousands of 
workers in our industry and other industries who are unemployed. 

These American workers have not become unemployed because they are not 
willing and eager to hold down jobs. They are the victims of planlessness in the 
defense effort and the failure of Government officials to utilize their industrial 
skills in behalf of the nation. 

These unemployed workers are important human capital. This human capita! 
should not be wasted and these workers should not be made to bear the brunt 
of the sacrifices called for by the defense program. Until the bugs in the defense 
program are eliminated, these unemployed workers should be given assistance 
so that their homes are not endangered and their morale is not harmed. 

We in the UFWA-CIO, along with the entire CIO, therefore call on Congress to 
enact H. R. 6174, the bill to supplement state unemployment compensation benefits 
during the period of the national emergency. In our opinion, this is must legis- 
lation not only for our own unemployed members throughout the United States, 
but for all the hundreds of thousands of workers who have lost their jobs as 
the direct or indirect result of economic dislocations arising from the national 
emergency. 

While the job has to be done of eliminating the causes of this unemployment, 
which is largely unnecessary, the unemployed must not become the forgotten men 
and women of the defense effort. A strong America needs strength at home as 
a first essential. The members of your committee can assure strength at home 
by reporting out H. R. 6174 and pressing for its early enactment. 


Miss Exxicxson. Mr. Chairman, I shall also mention briefly the 
need for covering veterans under the unemployment compensation 


a. 
e believe that the Forand bill, H. R. 6954, would be a step in the 
direction of strengthening the system by providing Federal grants 
to States with high unemployment rates af dwindling reserve funds. 
We support this approach, as we have previously. 
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We strongly oppose the Mills bill, H. R. 4133, except for section 8 
which, like the Forand bill, H. R. 3391, would extend coverage to em- 
ae of one or more persons. The loan funds provision of the Mills 

ill fails utterly to deal with the basic problem now facing Rhode 
Island and other States. Instead of reducing unduly high unemploy- 
ment tax rates, it would raise them. Instead of bread, the State and 
its workers would receive a stone. The administrative financing pro- 
visions of the Mills bill are, in effect, a request that Congress give up 
its responsibility to determine appropriations from the Federal Treas- 
ury. yielding them ‘n chaotic manner to unspecified State officials. 
This is a strange request to make at a time when Congress is attempting 
to prevent waste of Federal funds. 


RELNSURANCE GRANTS 


The Forand bill, H. R. 6954, is aimed at providing partial solution at 
least for a problem that is inescapable viet the Federal-State system 
of unemployment insurance. Reoee States have a higher rate of 
unemployment than others because of the particular nature of the 
industries within their boundaries, or because of other characteristics 
beyond the control either of the States or of the employers and workers 
within the States. Thus Rhode Island, in the period from 1946 
through September 1950, had 7.40 insured workers unemployed out of 
every 100 in covered employment. The United States average was 
4.4. Other high-ratio States were California, Washington, Alaska, 
and New York, all with ratios of 6 per 100 or more. Two-fifth of the 
States had ratios under 3 percent. 

In States with a high rate of unemployment persisting year after 
year, costs are inevitably substantially higher than those in more 
favored States, if the same degree of protection is provided to unem- 
ployed workers. If such a State with a higher unemployment rate 
must itself bear the entire cost of unemployment insurance, tax rates 
must be substantially higher than in more fortunate areas. This 
places industry within the State at a competitive disadvantage as com- 
pared to similar producers in States with low rates of unemployment 
and taxation. This, in turn, tends to increase unemployment, and the 
State is caught in a vicious circle from which it cannot escape without 
Federal aid. 

It seems highly reasonable, and indeed imperative, for the Federal 
Government to make grants to such States so as to prevent their losing 
out in the competitive struggle and so as to enable them to provide 
moderate tax rates for employers and adequate benefits for workers. 
Unemployment is not simply a State problem. Modern markets are 
Nation-wide, and much of our industry, from auto plants to grocery 
stores, is owned and controlled by Nation-wide corporations which can 
allocate their production wherever costs seem lowest and profits most 
alluring. Even small companies, making textiles or jewelry, com- 
pete in a market place that extends far beyond State boundaries. In 
New England especially, each week reports are received of plants 
closing to be vealiaed by factories in other areas where costs seem 
lower. People, too, are interdependent, and move from State to 
State. Failure of purchasing power and suffering in one area is of 
concern to all our people for reasons of self-interest as well as humani- 
tarianism. 
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The National Government has responsibility for reducing wnem- 
ployment as recognized in the Full Employment Act of 1946. It has 
a responsibility for assuring decent incomes to the unemployed as 
recognized in the unemployment insurance provisions of the Social 
Security Act. 

Unemployment insurance has proved a highly successful program 
in spite of the fears of its opponents and the inadequacies which we 
would like to see remedied. But experience clearly reveals that action 
is needed now to apply one of the basic principles of insurance, namely, 
a sufficiently Sica base so as to iron out undue variations in risk. A 
small State, such as Rhode Island, clearly is not a sufficient base for 
an unemployment insurance system that is financed completely inde- 
pendently. 

The specific experience of Rhode Island is undoubtedly being dis- 
cussed in detail by a number of other witnesses, in addition to our 
own. The record clearly indicates that the high unemployment rate 
in the State is not subject to control by the State or its citizens; that 
the provisions of the law in Rhode Island are not unduly generous, 
having a maximum of only $25 a week; and that there is no founda- 
tion for accusations sometimes made that the high costs are due to 
conditions that can and should be remedied. 

Rhode Island is not the only State confronted with this problein 
although the situation there is most acute. The issue must be con- 
sidered in the light of the situation that would arise if unemployment 
generally should rise to depression levels. While we hope to avoid 
such a situation, we must be prepared for it. 

Under the Forand bill, Federal payments or grants would be made 
to States whose reserves threaten to be exhausted on condition that 
their unemployment tax rate had equaled 2.7 percent of payrolls for 
all employers for a given period of time. Grants would continue to 
be mole so long as the reserves remain low. The grants would cover 
benefit expenditures that totaled more than 2.7 percent of payrolls. 
The State would not be required to reimburse the Federal Treasury 
for these amounts, nor would an additional Federal tax be levied upon 
employers in the State as in the Mills bill. 

While we favor such Federal payments, the fact that they meet only 
costs in excess of 2.7 percent would still leave States like Rhode Island 
with a tax rate substantially higher than more fortunate areas. 

Our objective is, of course, to assure that the States do, in fact, pro- 
vide adequate benefits without undue restrictive provisions. It would 
be more difficult to secure such adequate provisions if employers felt 
they would be taxed continuously at a rate of 2.7 percent of payrolls in 
a given State as compared to an average of 1 percent or less in some 
other States. 

The loan-fund provisions of the Mills bill might actually accentuate 
the problems of employers in a State such as Rhode Island. Under 
the terms of the bill, funds would be available to States with low re- 
serves, but these would only be loans that would have to be repaid. A 
very strict method of repayment is provided. If “on the second con 
secutive January 1 a balance of unreturned advances exists,” then 
the Federal tax on employers in the State would automatically rise by 
“5 percent of the tax against which euch credits are allowable.” and 
the following year by 10 percent. Since the tax referred to equals 3 
percent, each such 5 percent would add a levy of 0.15 percent to the 
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employers’ payroll tax. Thus in Rhode Island, in addition to an aver- 
age of 2.7 percent tax levied by the State, the effective Federal tax rate 
woud keep rising if the loans had not been repaid. Yet Rhode Island 
almost certainly would still be in debt because of its high rate of 
unemployment. 

In contrast to the Forand bill, the Mills loan-fund provision would 
accentuate rather than decrease financial difficulties and unemploy- 
ment in States suffering through no fault of their own. Employers 
would suffer from high tax rates and loss of business in the competi- 
tive market; workers would find it much more difficult to obtain 
proper protection in the form of benefits. 


ADMINISTRATIVE FINANCING 


The Mills bill contains an extraordinary proposal. It asks, in effect, 
that Congress abdicate its power to determine the purposes for which 
affected Federal funds are used and its power to assure that adequate 
budgetary safeguards are met. 

At present, Congress appropessias a certain amount each year for 
the administration of the employment service and unemployment in- 
surance, and delegates the supervision of its use to a Federal agency 
that is itself subject to congressional supervision. ‘That is the cus- 
tomary procedure in connection with the use of Federal funds. We 
have not always agreed with the amount appropriated by Congress 
and have on occasion appeared before Congressional Appropriations 
Committees to urge larger sums both for the Federal bureau and for 
the States through regular allotments and a contingency fund. Lut 
even though we may disagree with the judgment of Congress in a 
particular year, we believe the power to tm these appropriations 
properly resides in the elected representatives of all the people. 

The State administrators, organized in the Interstate Conference 
of Employment Security Agencies, have for years been trying to in- 
duce Congress to yield its powers of appropriation. Their present 
plan, as embodied in the Mills bill, although less drastic than earlier 
properela, still is contrary to all sound budgetary procedures. The 

sureau of Employment Security and the Bureau of the Budget would 
go through all the customary budgetary steps and make recommenda- 
tions to Congress. Congressional Appropriations Committees would 
hold hearings, debate the matter on the floor, and enact an appro- 
priation bill. But after this had been done, many millions of dollars 
would automatically go to the States out of the Federal Treasury to 
be used for similar purposes if the State so desired. These additional 
funds, which last year would have totaled about $60 million would be 
apportioned not according to need but according to total taxable pay- 
rolls in the various States. Experience indicates that such a basis 
bears no relation to actual needs. New York, for example, which is 
one of the wealthiest States, would have received over $8 million in 
this manner in the fiscal year 1949. 

The bill provides no safeguards that the money once turned over to 
the State would be subject to State legislative or budgetary control. 
It merely specifies that the money shall be spent for unemployment 
insurance administration or benefits. Three States, Colorado, Idaho, 
and Wyoming, evidently in anticipation of the passage of the Mills 
bill, have provisions under which the unemployment compensation 
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administrator would be free from any legislative or budgetary control 
in the use of the excess funds received from the Federal Treasury. 

If States were assured of additional funds for administration re 
gardless of amounts appropriated by Congress, what is to prevent the 
States which would be entitled to a large share of excess payments 
from deliberately seeking to cut the congressional appropriations so 
that a larger balance would be available for an automatic payment on 
the basis of taxable payrolls? Passage of the Mills bill would threaten 
to make a mockery of all proper procedures. How could you expect 
the Bureau of Employment Security to carry out its responsibility 
of properly a!!ocating administrative funds when the staff's efforts to 
carry out thei: responsibilities on a rational basis would be contin 
ually thwarted by these allocations of the excess on an automatic 
basis ¢ 

The proposal of the State administrators embodied in the Mills bill 
reflects their impatience with the Federal budgetary controls that 
have been imposed. Perhaps some of their objections in specific in 
stances may be warranted. But surely such complaints do not provide 
a sufficient justification for the amazing remedy suggested. We urge 
you not to support this proposal or any other plan for automatic pay- 
ment of Federal tax collections to States for the unemployment insur- 
ance program. Such funds should be used for supplementary benefit 
payments, not for administrative waste or for reducing employers’ 
taxes. 

We believe it would be highly inappropriate for your committee, 
by a provision for automatic payment, to undermine the authority of 
the Appropriations Committee. 

In evaluating the background of the request of the Interstate Con- 
ference of Employment Security Agencies, we believe the House Ways 
and Means Committee might well keep in mind the actions of this 
same group in helping to rush the Knowland amendment through the 
Eighty-tirst Congress. This amendment was tacked on to H. R. 6000 
dealing with old-age and survivors insurance without any hearings 
before the Ways and Means Committee or the Senate Finance Com 
mittee. Your committee never had an opportunity to express its 
opinion on this amendment except when it had been thus incorporated 
and could not be removed except by jeopardizing passage of H. R. 
6000, at least in the judgment of your conference committee. This 
maneuver could be accomplished only because of the support by the 
Interstate Conference which flooded the Senate with wires from State 
administrators in its support. The Knowland amendment was aime: 
at reducing the pases of the Bureau of Employment Security and 
the Secretary of Labor to assure conformity by the States with certain 
standards written into the act by Congress. 

The manner in which the Interstate Conference presented the Mills 
bill provision to the Senate Finance Committee this year is reminiscent 
of that earlier operation, since no bill had been introduced in the 
Senate on the matter and none was before the Senate Finance Com 
mittee. 

The Bureau of Employment Security has been battered repeate |) 
by the Interstate Conference and the passage of the Mills bill would 
still further weaken the Bureau in its efforts to carry out congressional! 
intent. In this connection, we call to your attention the fact that 
the staff of the Bureau dealing with unemployment insurance is at 
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the lowest level it has been since the program was initiated. Only 
85 staff people altogether are entrusted with the tremendous responsi- 
bility involved in Federal activity in this Federal-State program of 
unemployment insurance. 

This number is inadequate, as has been shown by the experience of 
the Federal Advisory Council to the Bureau of Employment Security, 
on which I have had the honor to serve for some years. When we have 
attempted to obtain additional information on such matters as ade- 
quacy of benefits in the various States, it has been clear that the staff 
are overworked and cannot be assigned for additional tasks that would 
be highly desirable. We call this to your attention because it is rele- 
vant to the general trend that has been too much in evidence toward 
weakening the Federal aspects of the program. 


PROVIDE ADEQUATE SYSTEM FOR VETERANS 


We have for years favored an adequate national unemployment in- 
surance program to cover returning veterans, giving them benefits 
while they are unemployed based on their military service. Action 
by this Congress is urgently needed to provide protection for men and 
women who are now being honorably discharged from the armed serv- 
ices. We hope in acting to meet this need that your committee will 
provide adequate benefits under proper guaranties of fair treatment of 
administration. For reasons indicated in our testimony relative to 
Federal civilian employees before your subcommittee on July 20, 1951, 
we do not like to see the veterans given only the inadequate protection 
provided under existing State laws, even if certain Federal minimum 
standards are included as in the bill recently introduced by Congress- 
man Roosevelt, H. R. 7277. In too many States, veterans would be 
subject to unduly severe laws and regulations affecting such matters 
as availability, registration requirements, and suitability of work 
offered. We believe the Korean veterans deserve better treatment. 

Thank you, Mr. Chairman. 

Mr. Foranp. Thank you very much for your statement, Miss Ellick- 
son. 

Miss Exuicxson. Thank you, Mr. Chairman. 

Mr. Chairman, our next witness will be Mr. Francis Carmichael. 

Mr. Foranv. Will you give your full name for the record ? 


STATEMENT OF FRANCIS CARMICHAEL, REGIONAL DIRECTOR, 
CIO, BOSTON, MASS. 


Mr. Carmicuag.. Francis Carmichael, regional director, CIO, 
headquarters, Boston, Mass. 

Mr. Chairman and members of the committee, I am very happy to 
have this opportunity to appear before your committee and attempt 
to present in a brief and probably inadequate way some views relative 
to some of these bills which are before your committee for considera- 
tion. 

Other witnesses have appeared before you with respect to the bills, 
or have presented the position of our organization. 

As the New England regional director of the ClO, I wish at the 
outset to be recorded in favor of H. R. 3391, H. R. 6174, and H. R. 6954, 
and as opposing H. R. 4133. 
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There is no necessity of imposing on your indulgence by a reitera- 
tion of my views of H. R. 6174, which have been adequately and amply 
covered by previous testimony. 

I would humbly like to comment specifically on H. R. 3391, the pro- 
posed amendment of the Federal Unemployment Tax Act, to extend 
its coverage to employers having one or more individuals in their em- 
ployment. And also, H. R. 6954, the proposal to provide for payments 
to State unemployment funds, and for other purposes. 

On the latter bill, H. R. 6954, Miss Ellickson has presented our po- 
sition and covered in detail many features of this bill, and I merely 
wish to say that I am in accord and desire to corroborate her state- 
ment as it expresses the sentiments and feelings of the members of our 
union in the New England area. 

With reference to H. R. 3391, the principle of defining an employer 
under the terms of the act, as indicated as any person who employs 
one or more individuals in employment, has been accepted in many 
of the States for some time. In the area that Iam privileged to repre- 
sent, Massachusetts, has had such a provision in effect since about 1941, 
and has experienced no problem in administering it. Sixteen States 
and the District of Columbia have such a provision. Any extra ad 
ministration would not be harmful for it would be offset by the addi- 
tional tax received and it would also stabilize that part of the act. 

As to H. R. 6954, we in our area feel that such legislation is necessary 
at this time. The situation in our area‘at this time is “tigeaman/ more 
critical, and the enactment of such legislation is no doubt more neces- 
sary if we are to carry out what in our judgment was the original 
purpose of the act. 

When we consider insurance against unemployment, we must also 
take into consideration the insolvency of the funds which would carry 
out its objective. In considering our national economy we must also 
have in mind that such a national recovery can affect a national system. 
It logically follows that if one or more States go broke, the whole 
system would be affected, and would be similar to the breaking of a 
link affecting the whole. We maintain that the present condition in 
Massachusetts and Rhode Island is not due to local factors, but is due 
to our national economy. 

Surely unemployment in Detroit could affect the textile and jewelry 
industries in our States. 

In all but 2 years of the program, Rhode Island has had a 2.7 tax, 
and it has been unable to bail itself out. How, therefore, could it 
repay loans without further increasing its tax and jeopardizing the 
industries of that State? 

The statement of Mr. William Belanger, president of the Massa- 
chusetts State CIO Council, shows in detail not only the situation in 
Massachusetts, but refers to New England as a whole. 

There is no necessity for me to elaborate on the statistics or figures 
which are included in the statement, but there is one figure that I 
would like to call to the attention of the committee, however, and that 
is what was involved in February 1952, which shows the average wage 
in the industrial cities of Connecticut, Rhode Island, and Massa- 
chusetts. 

The manufacturing industries, the over-all average, hourly wage of 
manufacturing in those States was $1.65. i ; 

For Hartford it was $1.76, Bridgeport, $1.69, New Haven, $1.52. 
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In Rhode Island, the average was $1.44, and in Providence, $1.45. 

In Massachusetts the average hourly wage for manufacture is $1.55. 

Now, textiles have been mentioned thronghout this testimony, and 
I would like to give the average hourly wage in textiles. In Connecti- 
cut it is $1.55 for the over-all of the State: in Hartford it is $1.91; in 
Bridgeport it is $1.58, and in Rhode Island $1.42. In Rhode Island 
over-all in textiles the average hourly rate is $1.50, with Providence at 
$1.50, while the over-all average wage in Massachiusetts in textiles is 
$1.45. 

What I would like to call to the attention of the committee is this, 
that the average hourly wage in manufacturing in Rhode Island is the 
lowest of the States that I mentioned, Rhode Island, Connecticut and 
Massachusetts, and yet it is hitting this problem of ny Wg 
insurance. So, surely, the factor of w ages is something that t! 
cannot attribute entirely to the new unemployment insurance. 

Thank you very muc h, gentlemen. I wish to be recorded as I hay 
expressed earlier in my statement, and that is also true of the union 
members in the CIO which I have canvassed. I know it is their 
sentiment also. 

Mr. Foranp. Thank you very much, Mr. Carmichael. 

Miss Exxicxson. The next witness is Mrs. Elisabeth Christman, 
Washington representative of the Amalgamated Clothing Workers of 


America, CIO. 


STATEMENT OF MRS. ELISABETH CHRISTMAN, WASHINGTON 
REPRESENTATIVE OF THE AMALGAMATED CLOTHING WORKERS 
OF AMERICA, CIO 


Mrs. Curistman. Mr. Chairman, I am pinch-hitting for Mr. Irving 
Reier, who is expected momentarily, but has not yet arrived. He prob- 
ably has some supplemental information which I do not have, and I 
ask leave that he be permitted to add that on the record when he comes 
along. 

This is the statement of Gladys Dickason who was to be here but 
did not come. I will touch on the high points of the statement and 
ask that the entire statement become a part of the record due to the 
time element this morning. 

Mr. Foranp. That will be agreeable. 

Mrs. Curistman. Let me say at the outset that the Amalgamated 
Clothing Workers of America has already gone on record as having 
advocated the immediate enactment of S. 2504, the Senate counterpart 
of H. R. 6174. We have done so for the following reasons: 

The Amalgamated Clothing Workers of America is the collective 
bargaining agent for the overwhelming majority of the more than 
100,000 p sroduction : and related workers e mployed 1 NM the men's apparel 
industry in the United States. This industry, al ant with 


other con- 


sumer goods industries has suffered a severe decline in employment 
as a result of the dislocation which has shemry the conversion to 
defense production. 

This organization, alone with other CIO affiliates las consistently 
urged the mobilization of the resources of this Nation to insure peace 
and sec urity for the free world. We realize that the scale of mobili- 
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zation required of this Nation because of the international situation 
entails considerable sacrifice for every sector of the national com- 
munity. However, we feel that where a disproportionate share of the 
sacrifice is visited upon one segment of the economy, a policy creating 
such sacrifice is iniquitous and intolerable. 

I shall leave out the next few lines. 

H. R. 6174 is such legislation. Implicit in it is the recognition that 
the dislocation in the economy and the resultant unemployment is a 
Federal responsibility, and that the cost of such unemployment must 
be charged to the over-all defense effort. Parenthetically, it might 
be noted that neither the Amalgamated Clothing Workers of America 
nor any responsible labor organization concedes that economic dislo- 
cation is inherent in a conversion to defense production. 

That H. R. 7164 is of vital necessity to the civilian economy and, 
therefore, to the defense effort is demonstrated from reports of the 
Bureau of Employment Security as to the number of major labor 
markets which are now considered to have a “substantial labor sur- 
plus.” The Bureau reported recently that 18 major labor market 
areas including New York City, Detroit, Providence, Grand Rapids, 
and Flint are areas of “substantial labor surplus.” The Bureau re- 
ported further that 100 other areas including Boston, Newark, Phila- 
delphia, Pittsburgh, Nashville, Akron, Minneapolis-St. Paul, New 
Orleans, Los Angeles, San Francisco, Oakland, Seattle were areas of 
“moderate labor surplus.” 

Mr. Chairman, on page 3 I would like to refer your committee to the 
table which is on that page, showing the maximum weekly benefits 
paid in Illinois, Maryland, Massachusetts, New Jersey, New York, 
Ohio, and Pennsylvania with footnotes. 

On page 4 we have put in a modest but adequate budget for families 
of one person, two persons, three persons, four persons, and five per- 
sons in Illinois (Chicago), Maryland (Baltimore), Massachusetts 
(Boston), New York (New York), Ohio (Cincinnati and Cleveland), 
Pennsylvania (Philadelphia, Pittsburgh, and Scranton). Now, the 
inadequacy of these wake budgets, Mr. Chairman, speak for them- 
selves. We have a footnote on that also. 

With reference to H. R. 4133 and H. R. 3391, I would like to say, 
Mr. Chairman, that Miss Ellickson’s testimony contains a great dea! 
that I would like to say. 

Mr. Foranp. If you have duplication there, perhaps you might 
just want to file your brief in the record so that whoever else you have 
ad might have the opportunity to say a few words before we break 
up. 

Mrs. Curistman. Page 6 deals specifically with some of the matters 
that Miss Ellickson has already talked about, so I will not go into 
those matters. 

On the last page, which is page 8 of our testimony, and which we 
feel is very important, we have listed on that page the average weekly 
cuttings, which is the term used in the industry, showing the number 
of men’s suits, overcoats, and topcoats cut during the last three quar- 
ters of 1950 and 1951. It is a lengthy statement, and I submit it 
along with the rest of the statement for the record. 

(The statement above referred to is as follows :) 
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TesTIMONY OF Giapys DiIcKAsoN, Vice PRESIDENT, AMALGAMATED CLOTHING 
WorRKERS oF AMERICA, CIO 


My name is Gladys Dickason and my address is 15 Union Square, New York, 
N.Y. Iam a vice president of the Amalgamated Clothing Workers of America, 
cro. 

I desire to express my appreciation to the committee for this opportunity 
to appear before it and to present the views of the Amalgamated. 

Let me say at the outset that the Amalgamated Clothing Workers of America 
has already gone on record as having advocated the immediate enactment of 
S. 2504, the Senate counterpart of H. R. 6174. We have done so for the follow- 
ing reasons: 

The Amalgamated Clothing Workers of America is the collective bargaining 
agent for the overwhelming majority of the more than 400,000 production and 
related workers employed in the men’s apparel industry in the United States. 
This industry, along with other consumer goods industries has suffered a severe 
decline in employment as a result of the dislocation which has marked the 
conversion to defense production. 

This organization, along with other CIO affiliates has consistently urged 
the mobilization of the resources of this Nation to insure peace and security 
for the free world. We realize that the scale of mobilization required of this 
Nation because of the international situation entails considerable sacrifice 
for every sector of the national community. However, we feel that where a 
disproportionate share of the sacrifice is visited upon one segment of the economy, 
a policy decreeing such sacrifice is iniquitous and intolerable. We feel that 
the duty clearly devolves upon the Federal Government to pass such ameliora- 
tive legislation as will assure to the wage earners of this Nation that their 
Government subscribes to the principle of “equality of sacrifice.” 

H. R. 6174 is such legislation. Implicit in it is the recognition that the dis- 
location in the economy and the resultant unemployment is a Federal responsi- 
bility, and that the cost of such unemployment must be charged to the over-all 
defense effort. VParenthetically, it might be noted that neither the Amalgamated 
Clothing Workers of America nor any responsible labor organization concedes 
that economic dislocation is inherent in a conversion to defense production. 
We believe that had the Congress enacted into law those recommendation for 
full employment and mobilization made by the CIO and other organizations at 
the outset of the war in Korea much of the present unemployment could have 
been averted. 

It is not and was never intended by its proponent as a step toward the federali- 
zation of unemployment compensation. It is not, as has been disingenunously 
suggested by its opponents, an incursion into the sovereignty of the State. It 
does not interfere with, change, or any way affect the administration of unem- 
ployment insurance by the States. It merely provides, as this committee is 
aware, for supplementation of State unemployment insurance benefits with Fed- 
eral funds. Questions of eligibility for benefits, disqualification, waiting periods, 
ete., are, as before, completely within the control of the States. Therefore, 
this committee should not be deterred from an objective evaluation of the merits 
and necessity of this legislation by those who raise the spurious issue of “States’ 
rights.” 

That H. R. 7164 is of vital necessity to the civilian economy and therefore to the 
defense effort is demonstrated from reports of the Bureau of Employment Secu- 
rity as to the number of major labor markets which are now considered to have 
“a substantial labor surplus.” The Bureau reported recently that 18 major labor 
market areas, including New York City, Detroit, Providence, Grand Rapids, and 
Flint, are areas of “substantial labor surplus.” The Bureau reported further 
that 100 other areas, including Boston, Newark, Philadelphia, Pittsburgh, Nash- 
ville, Akron, Minneapolis-St. Paul, New Orleans, Los Angeles, San Francisco, 
Oakland, and Seattle, were areas of “moderate labor surplus.” 

That the extent of unemployment is of real and immediate concern to this 
organization is demonstrated by data recently released by the United States 
Bureau of the Census. The Bureau of the Census reveals that beginning April 
1951 the barometer of production in the men’s clothing industry—the volume 
of apparel cuttings—declined severely when compared with the corresponding 
period of 1950. Illustrative of this decline are Bureau of the Census figures 
showing that weekly cuttings for the last quarter of 1951 were 41 percent lower 
than in the corresponding quarter of 1950. In the month of October 1951 cut- 
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tings of men’s suits were 50.7 percent lower than in the corresponding month of 
1950. 

At this point I refer the Congressmen to the table which I have attached to 
my statement setting forth in detail a comparison of the average weekly cuttings 
of men’s overcoats and topcoats between the years 1950 and 1951. I also draw 
your attention to the table showing the market decrease in the production of 
men’s cotton garments for the first 11 months of 1951 as compared with the first 


11 months of 1950. 

The decline in production in the men’s apparel industry and the resultant 
unemployment in the major apparel markets viewed in the light of the present 
level of State unemployment benefits compel us to urge immediate approval of 


Hi. R. 6174 by this committee. 
That the present level of State unemployment compensation benefits is un 
realistic in terms of today’s living costs must be apparent to every member of 


this committee. 
The table set forth below graphically demonstrates the glaring inadequacy of 


State unemployment benefits under present conditions : 


Maximum | Avera 
State! weekly weekly 
: , Y benefit for 
wenefit = 


1 The wve-named industrial States have been selected for comparison purposes because it is in thes: 
States that a majority of clothing workers work and live 
2 Maximum benefit increased to $27 per week for clairmant beginning benefit-year on or after Apr. 1, 
3 Maximum benefit increased to $30 per week for claimant begi ng benefit-year on or after Jan. 1, 1952 
4‘ Does not include additional! weekly benefits for dependent. Maximum benefit increased to $28 per week 
for Claimant beginning benefit-year on or after Jan. 1, 1952. 


nning ? 


In sharp contrast to the level of unemployment-compensation benefits provided 
hy the States is the cost-of-living budget for cities in these sum States, issued by 


the Bureau of National Affairs. 


Estimated cost of maintaining a ‘“‘ modest 
budget for families of— 


3 persons 4 persons 


cago (January 

Baltimore (December) 
s: Boston (January 
New York (January) 


January 
id (November 


| | 


f Lal 


mn March 1952 by the Bureau of National Affairs based on official U. S. Bureau of 


The inadequacy of weekly benefits currently paid by the States is further 
demonstrated by an examination of the precise extent to which such benefits 
compensate the clothing worker during his period of unemployment. In New 
York City, for example, the unemployed clothing worker receives as his averagt 
weekly benefit less than 37 percent of his average weekly wage. 

Moreover, the actual uncompensated loss to the unemployed worker canno 
be estimated solely on a week-by-week comparison of benefits and earnings 
AbD analysis on a weekly basis presupposes a full week of benefits for each week 
of unemployment in the year. This assumption is contrary to fact. In each 
of the States in which the principal men’s clothing markets are located, un 
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employed clothing workers must serve a waiting period during which no bene- 
fits are paid to them. Furthermore, the duration of benefits is so limited in each 
of these States that many of the clothing workers exhaust the statutory bene- 
fits during prolonged periods of unemployment. 

The failure of the States, as the foregoing clearly demonstrates, to provide 
the unemployed worker and his family minimal necessities portends a period 
of economic crisis for this Nation. It is fundamental that such periods of crisis 
do not arise solely from a general debility of purchasing power; there is suf- 
ficient impetus for crisis where there is an insufficient proportion of the pur- 
chasing power in the hands of large groups of wage earners. It cannot be 
doubted that the increase in unemployment in major industrial areas has not 
only adversely affected the local communities in which these unemployed work- 
ers reside but that the Nation as a whole has suffered. It cannot be doubted 
that unemployment in the clothing industry has repercussions in every industry 
which produces for the clothing industry and for the clothing worker and his 
family. No industry, no segment of the economy can be jettisoned without 
imperiling the entire economy. 

Finally, it should be noted that Congress has on several occasions during the 
immediate past seen fit to legislate in favor of special groups on the ground 
that by so doing it was furthering the mobilization program. Thus, Congress in 
the name of the mobilization program has enacted legislation which furnishes 
assistance to the business community in the form of accelerated tax amortiza- 
tion purchase and resale of vital materials, direct loans to business, loan guaran- 
ties, commitments to purchase at specified floor prices, and Government financ- 
ing of part of the cost of exploration for minerals. In addition, the Government 
has provided direct aid for small business by the establishment of the Small 
Defense Plants Administration. 

Certainly legislation such as H. R. 6174 which would insure the preservation 
of pools of skilled manpower is in furtherance of the mobilization effort. Were 
these pools of manpower to be dissipated, the coming battle for production may 
well be lost. 

For ail the foregoing reasons, we urge that this committee recommend the 
enactment of H. R. 6174. 


H. R. 4135 AND H. R. 3591 


I wish at the outset to make the obvious point that the worker in an estab- 
lishment of less than eight employees upon being thrown onto the unemployment 
rolls is no better able to fend for himself than the worker of the large employer 
with hundreds or thousands of employees. The ravages of unemployment are 
not based on artificial numerical antecedents. 

Today, approximately 8.500 workers in the men’s apparel industry are em- 
ployed in establishments employing less than eight workers. These workers are 
denied the protection of the Federal Unemployment Tax Act. Nor can such 
unemployed worker, denied unemployment benefits, derive solace from the knowl- 
edge that the denial was the result of a compromise dictated by political ex- 
pediency 17 years ago. Whatever merit such a political compromise may have 
had then, the continuation of the limitation in coverage is certainly without 
merit now. 

Nor should the shibboleth of “administrative convenience’ be permitted to 
serve as justification for denying to those workers whose employers employ less 
than eight persons the benefit of unemployment compensation. Indeed, the 
majority of the States have repudiated the limitation set forth in the Federal 
Unemployment Tax Act by legislating broader coverage into their own statutes; 
approximately one-third of the States now provide for coverage for employees 
whose employers employ one or more persons. It is submitted that administra- 
tive convenience has been served in each of the States which has abandoned 
the eight or more limitation. 

That the present limitation on coverage was arbitrarily determined is evident 
from examination of the legislative history of the provision. 

The Senate bill (S. 1150) introduced during the first session of the Seventy- 
fourth Congress provided for coverage where the employers employed four or 
more employees during any 13 weeks of a taxable year. The House bill (H. R. 
7260) provided for coverage where the employer employed 10 or more employees 
during any 10 weeks of a taxable year. The present formula emerged from 
a joint conference of the two committees and represents concessions wrought at 
the expense of the wage earners of this Nation. 
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It should further be noted that any such limitation as is now contained in 
the law places a premium on artifically creating unemployment. An employer, 
close to the line of demarcation between coverage and exemption, might very 
well bring himself into the excluded category by dropping employees. Thus, i: 
may well be that a law to provide for the unemployed might create the very 
unemployment, the rigors of which it seeks to alleviate. 

It appears to me that the continuation of the limitation is no longer a proper 
subject for debate. We urge that this committee recommend the enactment of 
H. R. 4133 and H. R. 3391 so that the millions of workers presently excluded 
may be covered by the Federal Unemployment Tax Act. 


Average weekly cuttings of men's suits and overcoats and topcoats, by month, 
last 3 quarters, 1950 and 1951 


Suits, including summer weight Overcoats and topcoats 


Average weekiy 


cuttings Percent Average weakly Percent 


change cuttings shee 
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Source: United States Depestne nt of Commerce, Bureau of the Census, Facts for Industry, Men’s isiiggen 


Percent changes in production of men’s cotton garments for the first 11 months 
of 1951 compared wtih the first 11 months of 1950 
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Apparel. 
Mr. Foranp. Thank you very much, Mrs. Christman. 
Miss Exxicxson. Our next witness is Mr. Joel Jacobson, legislative 


director of the New Jersey State CIO Council. 


STATEMENT OF JOEL JACOBSON, EXECUTIVE SECRETARY OF THE 
ESSEX-WEST HUDSON CIO COUNCIL, NEWARK, N. J. 


Mr. Jacosson. Mr. Chairman, and gentlemen of the committee, my 
name is Joel Jacobson. I am executive sec retary of the Essex-West 
Hudson CIO Council in Newark, N. J., the members of whom heartil) 
subscribe to and endorse everything that has been presented here today 
by the other CIO representatives. 

I would like to point out, gentlemen, that the unemployment situa 
tion in the State of New Jersey is as depicted, and it is constantly 
growing worse, 

According to the last figures released we have the highest unem- 
ployment record of any State in the country, and the outlook is bad. 
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We subscribe to the matters which have been presented by our CIO 
representatives, and I urge the committee to give approval to the 
views which have been presented by the CIO. 

Mr. Foranp. At this time the committee will stand in recess until 
2:30, so that those who have been listed on the calendar may be heard 
today. We will meet in the little committee room just off of the House 
floor, room P-15. 

s (Thereupon, the committee recessed until 2:30 p. m. of the same 
ay.) 
AFTER RECESS 


The subcommittee reconvened, pursuant to recess, at 2:30 p. m., 
Hon. Aime Forand, subcommittee chairman, presiding. 

Mr. Foranp. The committee will come to order. 

I am sure that all of you gentlemen appreciate the pressure under 
which we are trying to hold these hearings, and that the committee, 
of course, appreciates your tolerance and willingness to cooperate 
with us. 

The committee is trying to do a job, but with the meetings of the 
House and the meetings of the full committee we are having a very 
tough job sandwiching our own hearings in between, and for that 
reason, the Chair as well as I am sure the other members of the 
committee will appreciate the cooperation of all of you who are to 
testify. If it is possible for you to file your brief and to summarize 
it so that we can get it into the hearings any way that would help 
materially. If, on the other hand, when you are called you insist 
upon radine your statement, that is entirely all right. 


STATEMENT OF DR. M. WILLIAM ZUCKER, MANAGER, SOCIAL 
SECURITY DEPARTMENT, COMMERCE AND INDUSTRY ASSOCIA- 
TION OF NEW YORK, NEW YORK, N. Y. 


Dr. Zucker. Mr. Chairman and gentlemen of the committee, my 
name is William Zucker, representing the Commerce and Industry 
Association of New York, Inc. 

I would like to state at the outset that I appreciate this opportunity 
to appear before your subcommittee, and I would like also to com- 
mend you as chairman and the members of your subcommittee for 
the type of hearing that is being held, in which your hear all sides, 
and I might say that it is a distinct opportunity and a privilege to 
be able to testify before your group. 

Mr. Foranp. The committee appreciates that compliment, and we 
want to assure all of you that we are trying to be absolutely fair, and 
we are trying to hold the hearings on a number of bills at the same 
time so as not to discriminate one against the other, and if you will 
notice we are not grouping those in favor of the bills and those op- 
posed to them in separate groups. We just want to hear you and 
just make the best we can out of the testimony which is given to us. 

Dr. Zucker. We appreciate that, Mr. Chairman. 

At the outset, if I may, I would like to present my statement for 
the record, and merely highlight some of the points that we want to 
emphasize. 

Mr. Foranp. We shall be glad to incorporate your statement in 
the record. 
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(The matter referred to is as follows :) 


STATEMENT BY Dr. M. WILLIAM ZucKER, MANAGER, SoctaAL Securtry DePpARTMEN 1) 
COMMERCE AND INDUSTRY ASSOCIATION OF NEW YorK, INC. 


I. FEDERAL SUPPLEMENTARY UNEMPLOYMENT BENEFITS—H. R. 6174 


The Commerce and Industry Association of New York opposes the enactment 
of the bill (H. R. 6174) introduced by Mr. Dingell. proposing that the Federa! 
Government provide supplementary unemployment compensation benefits i: 
certain cases to workers who become unemployed during the national emergency 
The measure is aimed at the unemployment situation brought about by the need 
for converting many of the Nation’s productive facilities from civilian to mili 
tary uses, and particularly by the diversion of scarce materials ordinarily used 
for civilian production into military production. 


What the bill proposes 

It is proposed to supplement, with Federal funds, basic State unemploymen: 
payments by 50 percent, with the provision that in no event can the combine: 
State and Federal payment exceed 65 percent of a worker's average weekly waz 
before taxes. In addition, where a State provides allowance for support of «d« 
pendents the Federal Government would match the State’s dollar for dollar, wit 
the maximum of the combined State and Federal payment not to exceed 7) 
percent of a worker's average weekly wage before taxes. 

These are the reasons advanced for the measure : 

1. The Federal Government has caused most of the unemployment problem, 
by bungling the job of conversion. 

2. Some States and economic areas are harder hit by conversion unemploy 
ment than others, and Federal payments are needed to prevent unreasonable 
burdens on the unemployed in the affected areas. 

3. Alleviating the burden of unemployment caused by conversion is a legitimate 
charge against the defense program and, hence, against the Federal Government 

4. In the absence of some such Federal payments, the working force in the 
areas undergoing conversion will scatter and be unavailable when defense pro 
duction is ready to go. 

In 1942, when the war production effort gained momentum, temporary unem 
ployment resulted from conversion of civilian production to war needs. At that 
time a similar proposal was advanced, calling for supplementation by the Federal 
Government of unemployment compensation benefits coupled with a propos! 
for federalization of the State unemployment compensation system. Events 
in 1942 showed the unemployment was of short duration and that the States could 
handle adequately the problems facing them due to war conversion. Again in 
1944 and 1945, attempts were made to pass legislation for the payment by the 
Federal Government of supplementary benefits during the conversion period. 
All such bills were defeated by the Congress. 

Origin of unemployment not a factor 

The causes for unemployment are many and changing. The resulting evils 
are always the same. The purpose of unemployment insurance is to deal with 
them regardless of origin, and to tide over the unemployed person during a 
temporary lay-off through provision of funds designed to maintain, in part, his 
purchasing power. 

Singling out a particular type of unemployment for special treatment repre 
sents a regressive point of view in social legislation. To regard the unemploy 
ment caused by the conversion of our factories to a defense basis, especiall) 
in one particular industry, as a different kind of unemployment to be dealt with 
in a different manner is to confuse our basic thinking in unemployment insurance 
legislation and its underlying philosophy. 

Worse than that, it is an invitation for various pressure groups to drive for 
special legislation of a similar nature every time the economic winds shift. 
Nothing could be more debilitating to our unemployment compensation systems 
Special legislation of this nature will prevent development of a #ound and vigor- 
ous system which would be prepared under all conditions to fulfill the continuing 
social function it is intended to perform. 

Nor is there anything unusual in this situation in the normal operation of the 
economic system. When, for example, inflationary controls called for a larger 
down payment on residential homes there was a sharp though temporary reduc- 
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tion in construction employment which picked up shortly thereafter. Similarly, 
tightening of installment buying regulations initially resulted in reduction of the 
labor force in the automotive indusiry. So it goes in a host of other fields. 
Operation of our tariff laws may and does temporarily adversely affect the 
employment picture. But this is not to require that whenever a minor dislocation 
in employment occurs the Federal Government must or should rush in with 
its funds. 

At the time of passage of the Social Security Act it was proposed that a State 
system of unemployment compensation should be devised for the purpose of 
providing benefits for unemployed persons during periods between the expiration 
of one job to the acquisition of a succeeding job. All statistical and actuarial 
data resulting in the establishment of the tax rate were based upon a normal 
cycle of unemployment. Reserves were established by the States to meet the 
extra requirements of depression periods which might occur. 


System has met test of every crisis 

The unemployment insurance system to date has met each and every crisis 
regardless of the amount of unemployment. This bill is an attempt to utilize the 
unemployment compensation, laws for achieving a result for which they were 
not designed. Instead, a proposal such as the one before your committee projects 
results which would be disastrous to the State-Federal unemployment compen- 
sation program. 

The provisions of the bill would be put into operation when the governor of a 
State certifies that “within one or more labor market areas of his State there 
exists substantial unemployment * * * with no prospect of immediate reem- 
ployment * * *” subject, of course, to the agreement of the Secretary of Labor 
as to the correctness of the governor's certification. These supplemental benefits 
would remain in force upon annual renewals by the governor and would apply 
to all unemployed workers in the State regardless of whether or not their unem- 
ployment is a result of the conversion from civilian to defense production. 

It is obvious that, under the circumstances, no governor would be able to resist 
either the pressure or the temptation at least to make a certification for these 
supplemental benefits. In other words, in a very short period the unemployment 
insurance benefits throughout the country would be hiked automatically by either 
0 percent or 63 percent, subject to whether or not a State had dependency 
benefits. Indeed, since the Federal Government would mateh dollar for dollar 
dependency benefits this would be an added incentive for all States to incorporate 
dependency benefits as part of their unemployment compensation laws and also 
increase the basic benefits since the Federal Government is going to be so generous 
in its supplementary amounts. Many States have considered the enactment of 
dependency benefits and refused to inject a welfare program into an operation 
based on insurance principles. 

Nation's employment pattern refutes need for bill 

it would be well for us to look at the unemployment and employment pictures 
throughout the country before leaping into action. 

The situation in the Nation denies the need for this measure. Unemployment 
is slightly higher in some areas than last year, but follows the pattern for the 
year end and the new year. 

Mr. Robert C. Goodwin, Director of the Bureau of Employment Security, 
writing in the January 1952 issue of the Labor Market and Employment Security, 
published by the Department of Labor, predicted that employment in 1952 wouid 
hit a new high. His statement opens with this paragraph: 

“Another record-breaking employment year is in prospect. Employment expan- 
sion will be paced by mass hiring in heavy defense industry as many industries 
with big defense production orders complete tooling and designing stages prepara- 
tory to volume production. These labor requirements, together with demands 
from civilian industries and agriculture, should bring employment in 1952 to a 
midsummer peak of 63,000,000, highest in the Nation's history. Shifts between 
industries and occupations will be greater than in the past year. Unemployment 
on a Nation-wide basis will continue at low levels and may even decline some- 
what, but a number of local areas will experience troublesome unemployment 
problems.” 

From the Department of Labor’s own reports no compelling necessity is proved 
for the passage of this measure now before your committee. 
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New York’s employment pattern similar 

In New York State the pattern of unemployment is like that of the Nation at 
large. During November and December of 1950 and January 1951, more claims 
actually were filed and paid than during the last week for which a report has 
been filed, March 14, 1952. A recapitulation of the weekly claims and the benefits 
paid for the past 16 months is attached to this statement as table A. You will 
be interested to note that the smallest amount of unemployment occurred during 
the week ending March 16, when 205,044 claims were handled. It is true that 
during each of the first 3 weeks of January of this year there were more than 
300,000 claims handled. But this, in and of itself, is not a disastrous situation 
but rather a regular cycle in New York, due to post-Christmas retail lay-offs of 
people not regularly in the labor market and inventory periods. 

The February 1952 Labor Market Letter issued by the New York State Employ- 
ment Service had this to say about employment in the New York City area: 

“Is New York City a distress area? Here are some facts: 

“Employment in 1951 was higher than in any year on record, excepting only 
1948, which equaled it. 

“Unemployment of insured workers in 1951 was the lowest of any postwar 
year. It was, in fact, only 59 percent as high as im 1949, and about 75 percent 
of the 1950 average level. Unemployment began to rise at the beginning of this 
year, but by February it showed signs of receding. 

“The over-all picture is, therefore, not that of a depressed area. Nonetheless 
there are several soft spots which would welcome reenforcement via more Gov- 
ernment contracts or other means. They are: 

“1. Clothing industry. 

“2. Construction. 

“3. Small metal-products plants.” 

Just as New York State has been able to handle more than 300,000 claims 
without any ill effects upon its unemployment-insurance system and without the 
employees or the State administrator running to Washington with distress signals, 
it is well to point out that our New York program was able to handle successfully 
a period of unemployment-insurance claims when the number of claims trans- 
actions was more than 584,000 in 1 week alone. 

You will recall that during 1948 and 1949 there was a sudden slump in employ- 
ment. The high point for. unemployment-insurance claims in New York was 
reached in July 1949. Set forth below is a table showing the number of claims 
handled during May, June, and July of that year, after which the claims dropped 
precipitously and the normal claims load set in: 


New York State claims transactions including interstate, May, June, and July 1949 


Week ending— Week ending—Continued 
May 6 7 463, 722 
2 Se __. 468, 310 

468, 867 
May 27... 486, 804 
June 3 —_.- 486, 640 
a 
June 17 














The attached table B sets forth a tabulation of the number of people, not 
claims transactions, registered each month from September 1944 to the present 
It will be noted from these figures again that the situation today is far less 
critical than the period during 1949. In fact the situation is typical of the 
short-term fluctuations which occur in New York and are usual in other parts of 
the country. Because these lay-offs are temporary, the States have concerned 
themselves with increasing weekly benefits to aid those who legitimately are 
unemployed during these periods. 

Weekly benefits increased in 22 States 

Much has been made of the fact that during this temporary period the 
“inadequate” unemployment insurance benefits must be increased in order better 
to tide over the claimant during his period of lay-off because of the conversion 
process. In New York the maximum weekly benefit has been increased to $30 a 
week, effective with claims filed on and after December 31, 1951. The new talle 
of benefits ranges from 51 percent of average weekly wages to 6S percent 
before taxes. 
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In the past State legislatures have increased the benefits dependent on local 
conditions. This past year demonstrated the manner in which the legislatures 
recognized the problems in their individual States when 22 State legislatures 
raised the weekly benefit amounts. A concise résumé of the present status 
of maximum weekly allowances is contained in the December 1951, Social Secu- 
rity Bulletin, issued by the Federal Security Agency, as follows: 

“By and large, changes made in the benefit formula during the 1951 State 
legislative sessions took the form of increasing the maximum weekly benefit 
amount rather than extending the potential duration of benefits. This em- 
phasis on weekly benefits was to be expected in view of the continuing increase 
in the cost of living and the prospect that in the next few years unemployment 
will probably be sporadic and of short duration. 

“The 1951 sessions saw the establishment of the first $30 basic maximum 
weekly benefit (six States—Alaska, New York, North Carolina, Pennsylvania, 
Washington, and Wisconsin) and the elimination of the last under-$20 benefit. 
With the increase of the maximum weekly amount in Florida from $15 to $20, it 
is now possible for some claimants in every State to qualify for a weekly bene- 
fit of $20. Twenty-two States (Alabama, Alaska, Florida, Idaho, Illinois, 
Indiana, Iowa, Michigan, Missouri, Nebraska, New Hampshire, New Mexico, 
New York, North Carolina, North Dakota, Ohio, Pennsylvania, South Dakota, 
Tennessee, Utah, Washington, and Wisconsin) raised the maximum weekly 
benefit amount by increases ranging from $2 to $7.50. When all amendments 
becoine effective, 51 percent of the workers who were in covered employment in 
1950 will be protected by the laws of the 13 States that provide for a basic 
maximum benefit of $27 or more. Under the 1950 laws, only Kansas, with 0.8 
percent of the Nation's covered workers, allowed a weekly benefit of more than 

” 


Defense order provides for jobless areas 

We have already shown in this statement that there is no need for this legis- 
lation because it has been demonstrated that the present unemployment insur- 
ance load is not inordinately greater than the normal situation existing at this 
period of the year, and that the State legislatures have increased the benefits 
so that the weekly maximum amount has been raised appreciably throughout 
the Nation. 

Another reason for opposition to this measure is the fact that the Federal Gov- 
ernment, recognizing the problem of joblessness in certain areas, has ordered 
that the Labor Department and the procurement agencies start channeling 
defense contracts into jobless areas. In this order. Defense Manpower Policy 
No, 4, the effect is to: 

1. Authorize the Labor Department to decide which areas are hard-hit 
jobwise ; 

2. Order a newly created committee to decide what defense work the area 
can handle; and 

3. Order the procurement officials to place the contracts there. 

Certainly the relaxation of material cut-backs where feasible and the place- 
ment of defense contracts in jobless areas whenever possible will do more to 
cut down unemployment among workers in civilian industries than the more 
than doubling of unemployment insurance benefits. What is necessary to reduce 
unemployment is production, not hand-outs. 

Using the present State benefits as a guide, if this bill were enacted a New 
York claimant could receive a maximum of $45 a week in benefits. In States 
which provide dependency benefits the maximum would be higher. In Mich- 
igan, for example, it would be $56.50, where an individual has four depedents, 
in Nevada the maximum would be $61.50 if the claimant had four dependents, 
while in Alaska a claimant with three dependents could reecive $81. 

Again referring to New York, if this law were enacted it is interesting to 
note the effect of a $45 weekly benefit check on the incentive of an individual to 
work. In order to be entitled to $45 a claimant in New York would have to 
earn an average of $70 a week. Assuming the claimant to be unmarried and 
without dependents, his Federal income tax would amount to $11.40 per week, 
his social security, disability benefits premium, and State income tax would 
amount to another $2.60. He would have to spend at least $1 a week for trans- 
portation and an average of $3.75 per week for lunch. This leaves him a net 
of 851.25, if no «ther deductions ar» included. It is not too difficult to see that 
at a net loss of $6.25 a week an individual in New York would have a well-paid 
aces It is obvious then that what is proposed is an overinsurance of the 
risk. 
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Cost might be billion dollars 

While on the subject of finances, it should be pointed out that there are no 
cost figures for this program. The 1942 supplemental benefits were estimated 
at $300 million when benefit payments were far lower. Today, with total benetit 
payments amounting to $1.7 billion, a 50-percent increase through Federal! 
supplementation would cost at least $850 million. If the dire predictions of the 
sponsors of this measure come to pass and unemployment rises appreciably, then 
it can be estimated conseratively that the cost to the Federal Government would 
be a billion dollars. 

It is not necessary for us at this time to go into thé inflationary aspects of a 
billion dollars on the economy of the country nor to have to point out that a 
billion dollars must be raised by taxes somewhere, somehow, and on someone. 

The sponsors of this measure have been careful to avoid all reference to fed- 
eralization of the State systems. What has been defeated time and time again, 
namely, outright federalization of the unemployment insurance system with 
its attendant bureaucracy, red tape, and national standards, is now being 
attempted through a subtle device. . 

By holding ont the tempting prospect of added funds the Federal Government 
is promoting changes by the State legislatures in the weekly maximum so 
that each State would be able to enjoy a greater share of the Federal funds. 
At the conclusion of the national emergency, whenever that might be, the States 
then would be stuck with an inordinately high maximum which would not reflect 
the proper relationship of weekly benefits to the average weekly wage in 
individual States. 

Since the certification of the governor as to the continued existence of sub- 
stantial unemployment would be subject to review by the Secretary of Labor, it 
is not unlikely that we would be presented with the prospect of the Secretary of 
Labor determining that State laws must conform to standards set by his Depart- 
ment with regard to eligibility, disqualifications, and benefit amounts in order to 
qualify for Federal supplemental funds. One might suspect, with the attempts 
made by unions in the past to secure a national unemployment insurance sys 
tem, that this bill, if enacted, would be a device for organized labor to control 
the unemployment insurance funds, benefits, and standards through domina 
tion of the Department of Labor. 


Bill should be defeated, job left to States 
Time and again your committee has defeated frontal attacks on the State un- 
employment insurance systems. This time also your committee should rap the 
camel's nose sharply so that it has no opportunity to insert itself into the tent. 
For the reasons stated above this bill should be defeated and the subject matter 
left to the States to handle, just as they have so well in the past. 


Il. FINANCING OF ADMINISTRATIVE COSTS—H. R. 4153 


The Commerce and Industry Association approves that portion of H 
4133 relating to the financing of administrative costs. 

The three-tenths of 1 percent which the Federal Government collects from 
employers of eight or more is used for the payment of administrative expenses 
incurred by the State agencies in the operation of the program. For the calen- 
dar year 1950 the total collections were $226,296,000, while the grants to the 
States were $174,198,000. Since the inception of the unemployment insurance 
program and by this system of doling of moneys by the Federal agency the ba! 
ance of unallotted sums remaining with the Federal Government has amounted 
to more than a billion dollars. 

The Bureau of Employment Security has the responsibility of granting to 
each State the amounts it deems necessary for the proper and efficient admin- 
istration of the State law. In making these advances the Bureau of Employ 
ment Security is instructed by Congress to take into consideration : 

(a) The population of the State: 

(bd) The number of covered employees in the State: 

(ec) Such other factors as the Bureau of Employment Security deems 
relevant. 

In the granting of the sums for administrative expenses the Rureau of Em 
ployment Security obtains the requested estimates from each State, revises these 
requests, Submits them to the Bureau of the Budget which makes further revi- 
sions, and then submits them to Congress for its changes. The resultant appro- 
priation is seldom realistic in the light of the needs of the State administrator. 
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During 1950 employers paid approximately $31,497,000 to the Federal Gov- 
ernment through this three-tenths of 1 percent tax and the State received back 
approximately $24,964,000 for administrative purposes. 

When the New York law was changed extensively in 1951 by the legislature, 
after prolonged studies and hearings on what was needed to promote better 
operation of the unemployment insurance law and new administrative tech- 
niques and procedures introduced, it was necessary for the State agency to 
come with hat in hand to the Bureau of Employment Security to justify each 
administrative operation in order to obtain funds to put the law into effect. 
Thus the Federal Government by purse-string control is able to determine the 
manner in which the law is to be administered and thus have effective control 
over internal policies and programing. 

Some administrators of the State programs have protested year after year 
that Federal grants have been inadequate and unrealistic. The basis for the 
States’ complaint has been lack of fiscal planning, restraint, and inflexibility 
in the use of funds for varying conditions, and Federal failure to recognize the 
need for investigatory services. It is thus inevitable that an arrangement 
whereby the State legislatures determine the content of the unemployment 
insurance laws, the governors administer these laws while the administrative 
funds are the full responsibility of the Federal Government which determines 
the amounts and the manner in which the moneys are to be spent, is bound 
to create friction. 

Federal administrators have long admitted this defect. Public criticism 
leveled at responsible State authorities continues year after year as a result 
of the inability of the States to (a) police payments fully; (b) provide extra 
staffs during periods of sudden and large layoffs so that claimants may be 
paid their benefits promptly and properly; and (c) set up appropriate dis- 
bursement controls. While the taxes levied for administrative purposes have 
been drained off for other activities of the Federal Government, failure of 
Federal authorities to provide funds enough for proper claims’ examination 
and tax delinquency control has forced what appears to be laxness and gross 
misfeasance on the part of State officials. 

Within the broad framework the States have considerable latitude in set- 
ting up the type of law and the pattern of administration they may desire. This 
is, in actuality, the classic example of buck passing in the Federal Government 
Duration of benefits, amount of weekly benefits, liability and disqualifications, 
ete., are almost entirely within their jurisdiction. The States, however, have 
no comparable latitude in administering the laws which they have been privi- 
leged to frame. Rather, they are called upon to administer their unemployment- 
compensation laws with such funds as are deemed necessary by the several 
agencies of Government which may and do disagree among themselves. 

The Mills bill before you for consideration has the support of the Interstate 
Conference of Employment Security Agencies. The bill goes a long way toward 
giving the State agencies a more effective say in the disposition of funds for 
administrative purposes and removes the Federal Bureau from interfering in 
State programs. We should remember that these sums, when received by the 
States, are generally subject to State budgetary and legislative control, so there 
is little chance that the State agency is being given a blank check. This bil! 
places responsibility for the program, its administration, and the budgetary 
control and financing in the States where it belongs. 


Ill. “REINSURANCE” OF STATE FUNDS——H. R. 6954 


Since some State funds appear to be in a somewhat depleted condition at this 
time, it is proposed by this measure to “reinsure” the State funds. Actually, 
what is provided are Federal gifts to States with inadequate trust funds. The 
Commerce and Industry Association opposes this measure and supports instead 
the contingency reserve provisions as found in the bill by Mr. Mills, H. R. 4133. 

In the Mills bill there ig a genuine effort to keep the role of the Federal Gov- 
ernment to a minimum. Furthermore, this bill sets up a revolving fund from 
which the States can draw amounts of money to aid their individual trust funds 
in time of need. 

But, unlike the Forand bill, the Mills measure is based on the principle of loans 
and not gifts. Thus, there is no possibility of States blithely liberalizing their 
State programs without worrying about whether or not there will be money in 
the fund to pay for it. : 

If the Forand measure is enacted into law, State agencies would know that the 
“Great White Father” with his big bag of money would bail the trust fund out 
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of any difficulty which arose. What that meens is that the taxpayers through. 
out the country are called upon to subsidize particular State unemployment-insur 
ance trust funds. 

The role of the Federal Government in unemployment insurance should be kept 
toa minimum. The Mills bill does exactly that and does not permit the Feder; 
Government to interfere with the State programing and financing. 


IV. EXTENSION OF COVERAGE TO EMPLOYERS OF ONE OR MORE—H. BR. 53591 


The bill by Mr. Forand, H. R. 3391, and section 8 of the bill by Mr. Mills, H. it 
4133, would require coverage by the Federal unemployment-insurance law of «|! 
employers of one or more. It would appear from the Iunguage of these bills tha: 
an individual would become an employer if he hired the services of another for 
even a single day in a taxable year. Approximately 90 percent of the total labor 
force in the country is now covered by unemployment insurance. 

The Commerce and Industry Association believes that the extension of thy 
law to employers should be a gradual process. Employers of one or more should 
not be encompassed by the law until the administrative process has been de\; 
oped in each of the States to such an extent and employers so well attuned +, 
their responsibilities that this coverage would occur without difficulty in admin- 
istration. In New York, for example, with changes affecting employers’ respon- 
sibilities and obligations immediate coverage of employers of one or more where 
now employers of four or more are covered, would throw a most difficult admin- 
istrative problem on the New York agency. 

The Commerce and Industry Association neither favors nor opposes such an 
extension to employers of one or more. The extension to employers of one or 
more should, we believe, be left to State action. However, if coverage is to be 
so extended by Federal act the bill should be amended so as to be effective noi 
earlier than 1955 in order to permit States to prepare for inclusion of the add 
tional employers. Further, proper safeguards should be incorporated in the b 
namely : 

(a) Demonstration of attachment of an individual to the labor market: aud 

(b) Use of dollar earning schedule and employment of such an individua! | 
a stated period of time. 


Vv. UNEMPLOYMENT COMPENSATION FOR MEMBERS OF THE ARMED FORCES—II. k. 72 


The Commerce and Industry Association vigorously opposes the bil! by M: 
Roosevelt providing for the payment of unemployment insurance benefits 
servicemen higher than those provided by the individual State laws. This } 
would establish a new schedule of benefits based on a uniform Federal standard 
Through such a device the benefits made applicable to servicemen would 
necessity have to be adopted for all claimants. Under this bill a Federal gran 
will pay the difference between the State benefit and what is proposed as th: 
national standard. 

There has been no demonstrated need for this bill. As has been pointed out 
in the discussion on Mr. Dingell’s proposal, the employment in the Nation 
expected to be at the highest level in history, if it has not already reached t! 
peak. Were this bill to be enacted into law the Congress would be freezing int: 
the ranks of the unemployed manpower which is necessary and vital to th: 
productive capacity of the Nation. 

Furthermore, through this measure, there is not only proposed a Feder: 
standard for benefits, regardless of individual State needs, but the Fede 
Government is given power to supersede any disqualifications a State legisiatur: 
in its wisdom deems desirable. Dependency benefits would be imposed on |! 
States, whether or not they desired them to be incorporated in their laws 

This is a bare-faced attempt at federalization of the unemployment insuran:« 
systems using the veterans as a means of destroying the efficacy of the %' 
operation of the unemployment insurance laws. ‘ 
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Taste A.—New York State unemployment insurance and veterans’ allowance 
transactions, summary of all unemployment claims transactions 





= 
Week ending— All claims i Week ending— | Allclaims Week ending— All claims 





250,068 || 1951—Sept. 29.......) | 1863—Ape. Hg an 232, 810 
251,654 | Ss Wilidceses 226, oy ie 225, 582 
259, 771 Sep. 14 p | Mar. 31.--- 218, 798 
253, 844  § ae A Mar. 23.... 207, 203 
260, 932 || Ag; Gh... <2 3, 879 Mar. 16_... 205, 044 
271, 477 Aug. 24... 235, S60 Mar. 9 206, 935 
274, 788 || Aug. 17... Mar. 2 ‘ 211, 654 
286, 541 Aug. 10 \ Feb. 23... ... 210, 133 
300, 158 | Aug, 3__. aul , OF Feb. 16 “ 212, 794 
314, 169 July 27 , 14 Feb. 9 230, 751 
312, 256 || July 20__. 275, 617 Feb. 2.... 238, 499 
295, 628 July 13 287, ! Jan. 26 253, 674 
269, 913 OY, Fee 233, 198 Jan. 19 _-_- 277, 320 
258, 423 June 30 250, 71: Jan, 12... .. 306, 963 
255, 688 June 22 ; 276, 646 aS, ae 309, 
254, 922 June 15 200, 774 1950— Dec. 30 300, 
245, 299 June 8 263, 560 Dec. 22... 290, 
238, 489 June 1 236, 295 Dec. 15. - - 305, 1: 
243, 785 May 25. 237, 548 Dec. 8... 328, 206 
239, 437 May 18 245, 322 Dec. 1... 326, 
237, 364 May ll 244, 024 Nov. 24 | 317, 976 
241, 267 May 4 245, 660 Nov. 17 316, 75 
223, SSS Apr. 27 238, 631 Nov. 10 302, 2 
225, O89 Apr. 20 233, 607 Nov. 3 298, 2 





Source: New York State Department of Seen Division of Placement and inceenbeneiins nt Insurance, 


Tarte B.—New York State registered claimants for unemployment insurance 
and veterans’ readjustment allowances 


1944 1945 1946 1947 1948 1949 1950 1951 


ES 30, 281 420, 535 402, 615 322, 588 453, 774 447, 671 202, 495 
0 Ee --| 28,367 | 485,887 | 377,011 312 2 199 | 454, 454 408, 977 209, O83 
March.._. oe Oe 24,616 | 526,548 | 378, 46 316,982 | 465,551 | 392,626 | 198, 988 
Sincabeods dacmuniiias ‘ 23,422 | 471,636 | 394,582 | 332,114 2, 397, 349 229, 200 
May... ; 31,592 | 451,139 | 396, 27% , 74 351, 505 240, 416 
June...... . . 52, 949 501, 350 445, 908 352,742 | 589,572 | 417,582 | 300,736 
July- battnsinddals 2, 442 » 738 433,006 | 355, 21: 564,057 | 360, 298 276, 747 
August eeereoecenssias ‘0, 160 5, | 377,005 | 312,422 | 469,122 | 276,449 | 237,905 
--| 2,118 211, 454 75,807 | 350, 166 300, 0° 419, 584 258, 481 226, 607 

October. _- 21,021 | 230, 867 | 200,809 |; 469,815 | 277,043 | 236, 206 
Novem ber__-- ----| 24,902 277,152 | 387,027 | 302,124 317, % 514,793 | 310,194 | 238,309 
ber... ----| 27,563 320,685 | 383, 46 288,638 370,571 460,069 | 204,243 | 251,547 


Source: New York State Department of Labor, Division of Placement and Unemployment Insurance. 





Dr. Zucker. First, as to the Federal supplementary unemployment 
benefits proposed in H. R. 6174, the Commerce and Industry Associa- 
tion of New York is definitely opposed to the provisions of the Dingell 
bill which provides for mors Be uP “ment insurance benefits to be paid 
to displacements in the labor market because of the war emergency. 

We believe that the causes for unemployment are many and chang- 
ing, but the resultant evils are always the same. The purpose of 
unemployment insurance is to deal with them regardless of their 
nature, but to pick out any particular source or ty) pe of the unem- 
ployment evil and to treat it as a separate item apart from the total 
picture we believe is a great error. If this were to be done, at all 
times during a crisis in the Nation’s ec onomy there would be pressure 
groups which would drive for special legislation designed to deal with 
special problems. Nothing, of course, ‘could be more debilitating to 
our unemployment compensation systems, and we would only be 
worse, so far as trying to have the States deal in an orderly fashion 
with the entire unemployment insurance picture. Now, the State 
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systems in the past have dealt very well with all of the unemployment 
insurance crises that have arisen from time to time. 

We believe that the Nation’s unemployment picture belies the de 
mands for action on this type of bill, and I beheve that it would be 
well to look at some of the arguments which have been presented very 
ably, for example, by the Department of Labor which said that this 
year it is expected that the employment picture will be the highest in 
the Nation’s history. 

In fact, Mr. Robert C. Goodwin, in an article in the January issue 
of The Labor Market and Employment Security stated that “Another 
record-breaking employment year is in prospect.” 

In a release dated March 31, the Census Bureau reported : 

The number of persons seeking jobs in March was estimated at 804,000, the 
lowest March level since World War IT. 

Now, we are most familiar with the New York State and city 
situation, and there also the pattern follows that of the Nation in this 
respect. 

It is true that during the early weeks in January there was a spirit 
of unemployment, but that is actually dropping off now and you will 
note in the statement which has been presented for the record that 
there is a tabulation there of the unemployment in New York State 
for the past 16 months. 

Last vear the lowest week in unemployment had 205,000 claims 
handled. 

Ar the present time, as of the week ending March 21 there were 
249.415 claims handled, so that the over-all picture is not a disastrous 
one in New York State, for example. 


I might quote from the February 1952 labor market letter issued by 
the New York State Employment Service which opened up its letter 
in this fashion: 


Is New York City a distress area? Here are some facts. 

Employment in 1951 was higher than in any year on record, excepting only 
1948, which equaled it. 

Unemployment of insured workers in 1951 was the lowest of any postwar year 
It was, in fact, only 59 percent as high as in 1949, and about 75 percent of the 
1950 average level. Unemployment began to rise at the beginning of this vear, 
but by February it showed signs of receding. 

Mr. Foranp. That is in New York? 

Dr. Zvcker. Yes, sir; that is in New York. 

The Division goes on to state that there is a problem in the clothing 
industry, the construction industry, and in small metal products plants, 
but so far as the clothing industry is concerned it should be recalled 
that this is a period when the clothing workers ordinarily are out of 
work because of the seasonal lay-off, and it is just now that you get a 
pick-up in your market for clothing workers, so that a real drop in 
unemployment has occurred in New York City. 

Phe construction trades have been hit because of the curtailment of 
construction work because of the national defense effort, but it is now 
expected that in the spring and summer months that construction will 
resume, particularly with the relaxation in Government controls. 

New York State, for example, has been able to handle successfully 
548,000 claims in 1 week, so that 250,000 claims is really no great 
problem for our State to handle. 
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I think it would be well to point out also that the weekly benefit 
amounts have been increased during the last year in some 22 States. 

There are six States which have a maximum of $30, and there are 
no States today which have a minimum of less than $20 a week. 

The Federal Government has also begun in certain States to alle- 
viate the effect of the defense production ‘by permitting contracts to be 
let in so-called distress areas and have been permitting contracts to 
be given at a 10-percent bonus premium. 

Mr. Foranp. Right on that point, Mr. Zucker, we hear and read a 
lot about that, but I have yet to see any actual facts, because we, in 
Rhode Island, have been very much interested in that particular idea, 
but the contracts coming into Rhode Island are not coming in with that 
bonus provision in them, and | imagine it is probably the same way 
elsewhere. 

Dr. Zucker. I hope that will continue because that was supposed to 
be one of the principal ways of getting contracts into those distress 
areas, and, of course, we should remember that if the Federal Govern- 
ment is “bollixing up” the works, going contrary to some of the orders 
which are given from the top in trying to subvert the unemployment 
insurance system to cover up mistakes of some others, it is not in the 
best interest of the country’s economy. 

Mr. Mason. If the gentleman will vield, according to the statement 
of the Governor of Michigan there was some seventy-five-million-dol- 
lars-odd of contracts let in the State of Michigan during the last month 
in order to alleviate this unemployment situation up there. I am just 
taking the Governor’s word for it, and I put that statement in the 
record this morning. 

Mr. Foranp. I am glad to hear that somebody is getting some benefit 
from that because my own State has not gotten ‘anything. 

Mr. Mason. Well, I do not know. 

Mr. Foranp. All right, you may proceed, Mr. Zucker. 

Mr. Grancer. Someone testified this morning, as I remember it 
that the unemployment situation was getting progressively worse, 
and you say it is improving. 

Dr. Zucker. According to all figures both national and in our sys- 
tem, in New York City it is definitely getting better, and in New York 
State I believe it is anticipated that ‘the picture will get better shortly 
now. 

Mr. Foranp. We have to admit that the national figures, as such, 1 
flect that, but there are very spotty areas of unemployment. 

Dr. Zucker. Yes, sir; that is right. 

Mr. Foranp. Because my own State has 35,000 walking the streets 
right now. 

Dr. Zucker. If I may come now to textile workers, and particularly 
the wool industry, there have been some statements made about the 
profiteering of the wool industry, and I would like to insert in the 
record this statement that the high cost of wool has not been because 
of the profiteering of the American businessmen, but it has been the 
result of a drastic bidding up of the Australian wool manufacturers 
themselves. 

I believe the Textile Workers Union has closed their eyes to this 
fact, and I think their competitors in the whole clothing industry 
will bear this out, ae the greatest competitor to wool has been in 

97697—52 
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man-made yarn, which has been a terrific pull on the entire wool and 
clothing industry and on the worsted industry. The same goes for 
rayon, for example., where one of the gentlemen testified that one 
of the rayon companies is closing down. The condition there is that 
synthetics have been, in part, displacing the rayon field. 

I do not know whether the textile workers represent the workers 
in chemical fibers or not, it may be that various chemical unions do 
that. If that is so, we must recognize that an entirely new industry 
is being constructed in chemical fibers which may, of course, displace 
workers in the wool industry. 

Now, I think the statement was also made that the retail business 
in woolen clothes has been very depressed. It is also true that the 
retail market for clothes has been low. It is also interesting to note 
from the trade papers that whenever stores have offered suits for 
low prices they have been completely sold out. 

If those supplemental allowances were to be given in New York 
State, for example, an employee who earned $70 a week would be en- 
titled to a $45 weekly benefit check. 

Now, let us see what we do for him. A single man earning $7) 
a week gets a benefit check for $45. 

If he were working, his Federal income tax would amount to $11.40 
a week; his social security, his New York disability-benefit premium, 
and State income tax would amount to another $2.60, and he would 
have to spend at least a dollar a week for transportation, and an ave: 
age of $3.75 for his lunches. 

This leaves him a net of $51.25 if no other deductions are included. 

Now, it is not too difficult to see that at a net loss of $6.25 a week 
an individual in New York would have a rather well-paid vacation. 

Mr. Grancer. For how many weeks? 

Dr. Zucker. For 26 weeks. 

Mr. Foranp. Well, he would still have to pay for his lunch. 

Dr. Zucker. But at home. 

Mr. Foranp. But he would still have to pay for it. 

Dr. Zucker. We do not know what the cost of this program is go- 
ing to be. 

When the 1942 bill was proposed it was suggested then that the cost 
of it for the next fiscal year would be approximately $3 billion when 
the benefit payments were far lower. 

Today, after 10 years, the benefits have been increased appreciably, 
and it is estimated that it would cost the Government between $850) 
million and a billion dollars for just this supplemental amount. 

Mr. Foranp. You are talking about the supplemental amount pro- 
vided in the Dingell-Moody bill? 

Dr. Zucker. Yes, sir; that is right, and you gentlemen, being mem- 
bers of the Ways and Means Committee, realize what a difficult 
problem it is to raise taxes, and with this expenditure of $800 million 
at least of additional moneys would have to be raised somewhat, taxes 
would have to be levied on someone. 

In conclusion on this measure, I would like to state that the States 
have handled the situation admirably. We feel that there is no need 
for this measure, and we say that this subtle attempt at federalizatio 
of the State program should be defeated. 
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Now, with regard to the financing of the administrative costs for 
unemployment insurance, one of the bills before you for consideration 
is H. R. 4133. 

The association approves that portion of the bill which relates to the 
financing of administrative costs. 

We believe that the granting of sums for administrative expenses 
through the rather chaotic situation where the Bureau of Employment 
Security reviews the estimates of the State administrators that go to 
the Bureau of the Budget, and that go to the committees of Congress, 
and then go to the Congress itself, makes for not only an inflexible 
appropriation, but results also in a rather unrealistic appropriation 
for the States, and particularly when it is considered that these esti- 
mates are begun almost 18 months before the money is to be spent. 

We should remember, of course, that in New York the employers 
are paying in three-tenths of 1 percent, and are paying approximately 
$31 million to the Federal Government, and of this amount we receive 
back a net of $25 million. 

New York State changed its unemployment-insurance law last year 
rather extensively after a considerable number of legislative hearings 
and investigation, and determined what would be the best type of law 
to put into effect. 

n New York State new administrative techniques were introduced 
in the New York law, and because of these new ra rte it was neces- 


sary to get some more funds, and so the agency in New York State had 
to come hat in hand to the Bureau of Employment Security and ask 
for these funds, which meant, of course, that the Federal agency, by its 
control over the purse strings, can control the type of operation of ihe 


State law. 

This division of responsibility whereby the legislature determines 
the content of the unemployment-insurance law and the governors are 
given responsibility for administering the law, and where you have 
a third party removed completely from the State picture, namely, the 
Federal Government, which determines how much money is to be spent 
for financing the system we believe results in buck passing and great 
inequities in the operation of the unemployment-insurance law. 

Mr. Foranp. How would you handle that? 

Dr. Zucker. We believe that the provision in the Mills bill for the 
return of the moneys to the State on the formula proposed is the best 
solution which gives greater flexibility to the State administrators for 
operating their individual programs. 

Mr. Foranp. Do I understand correctly from your answer that you 
would be in favor of setting up this trust fund for that: three-tenths 
of 1 percent / 

Dr. Zocker. I do not understand. 

Mr. Foranp. There is provision for the establishment of a trust 
fund in the Mills bill with respect to that three-tenths of 1 percent. 

Dr. Zucker. Yes. 

Mr. Foranp. In other words, you would not have a surplus over and 
above 

Dr. Zucker (interposing). You mean the 100 percent 

Mr. Foranp (interposing). No. At the present time that entire 
three-tenths of 1 percent, of course, is paid to the Federal Govern- 
ment, and out of that the administrative cost is taken, and the balance 
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of it goes into the general fund, and your point is that you would 
rather have it set aside in this trust fund that is suggested / 

Dr. Zucker. Yes, sir. We feel that the Mills bill, which has the 
full support of the Interstate Conference of Employment Security 
Agencies, is the best approach to this administrative financing, and 
that it should be adopted by the Congress. 

Now, with relation to the reinsurance of State funds, and your own 
bill, H. R. 6954, we feel after a study of it, in relationship to the 
provisions of the Mills bill that we would support the provisions of 
the Mills bill for reinsurance, as against your own system of giving 
gifts, if I may call them so, to the State government funds. 

We feel under the provisions of your bill that it would be a blank 
check, as it were, to the States to make any use of the funds that they 
so desired for benefit purposes, for increased benefits, without regard 
to their finances, knowing full well that the Great White Father would 
bail the trust fund out if that occurred. 

Mr. Foranp. I think the gentleman is distorting the meaning of 
that bill by a wide margin, and if he had read the bill he would noi 
make that statement. 

Dr. Zucker. If I am in error, I will correct myself, Mr. Forand. 
I did not mean to imply any gross or ulterior motives to you at all. 

Mr. Foranp. No; I appreciate that; but I think it is a great mis- 
interpretation of the bill itself, because it sets forth certain require 
ments that must be met, and if those requirements are met they are 
not free to use the money as they see fit. 

Dr. Zucker. We feel the Mills bill sets up certain standards which: 
are far more restrictive for the State and introduces the Federal Gov 
ernment less into the picture and, frankly, that is our concern. We 
feel that the Federal Government should be as little seen and as little 
heard from as it is possible. Under the Mills bill, for example, if 
the State agencies after 2 years are unable to pay these sums and. 
incidentally, reinsure means that they should be able to repay them. 
then under that bill the States would be required to increase by small 
degrees their tax rate. 

Mr. Foranp. Automatically the tax on the employer would be 
increased ¢ 

Dr. Zucker. That is right, and we feel that is desirable because 
there is no reason why a situation in one State should be paid for by 
the general country at large. If a situation occurs in one particular 
State then the employers in that State should be responsible for finane- 
ing their individual situations. 

Mr. Foranp. Then, under those circumstances you disregard the 
fact that this is a national picture, not a State picture and that the 
system is a Federal system ¢ 

Dr. Zucker. But operated under the control and the aegis of the 
State legislatures. 

Mr. Foranp. Of each State? 

Dr. Zucker. Yes, sir, that is right. 

Mr. Foranp. To meet the requirements of the Federal law, and if 
you did not have a Federal law half of the States would not have a 
system of their own. 

Dr. Zucker. We are not advocating, sir, that we do away with Fed- 
eral supervision. t 
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Mr. Foranp. But you are advocating that one State should not help 
the other State, and that is the purpose of the pool that I am sug- 
gesting under the unemployment compensation trust fund. 

Dr. Zucker. We feel that this is really not a pool, but it is a lar- 
gess, if I may say so. 

Mr. Foranv. You cannot get away from the fact that it is a pool, 
and the balance that now goes into the general fund would go into the 
trust fund. 

Dr. Zucker. Repaid in what way, by the States?’ 

Mr. Foranp. Repaid ? 

Dr. Zucker. After all, are they going to get this money constantly, 
so long as the fund requires it, or will there be any attempt through 
your measure to force the employers to pay back to the Federal Gov- 
ernment those gifts / 

Mr. Foranp. I do not believe the employers should be required to 
pay additional taxes. If you did that, then the ¢ yen of that 
State would be penalized for something for which they are not ac- 
tually responsible and, therefore, it would throw them into unfair 
competition with the employers of other States. 

Dr. Zucker. Speaking for an employer organization I feel that the 
employers want to pay their own bill, and they are not looking for 
anybody else to bail them out. It would be a great mistake, Mr. 
Forand, to start at this time having employers from another State 
bail the first employer out. 

Mr. Foranp. They would not be bailing them out because that 
amount of money is going into the general fund now, and they do 
not have that money. 

Mr. Mason. Will the gentleman yield / 

Dr. Zucker. Yes, certainly. 

Mr. Mason. It seems to me this is the crux of the whole problem. 
I am an employer in Illinois, and because of the system I avaid un- 
employmeynt in my industry, and as a result of that I save myself 
money. 

Dr. Zucker. Yes, sir, that is right. 

Mr. Mason. Now, then, if I, as a result of that, save myself money 
then I have got to pay money in anyway because I have got to help out 
other States, and you are taking away all of the incentive from me to 
have regular employment in my industry as far as possible, and you 
are taking away from the employ er in the State that is running short. 
because he knows he is going to get this largess from the Federal 
Treasury, all incentive for keeping full employment. 

Mr. Foranp. Are you overlooking completely the merit system that 
still applies everywhere / 

Mr. Mason. No, I am not overlooking the merit system, because 
whenever you take money that is collected from Illinois to aid a situa- 
tion in Rhode Island you are doing away with the merit system to that 
extent. 

2 Foranp. I could pursue that, but we are holding a hearing. 
So, I probably have asked more questions than I should have asked. 

Dr. Zucker. I agree with Mr. Mason. I wish I could have stated 
the proposition as succinctly and as well as he did. 

Mr. Mason. That is the school-teacher part, sir. 

Dr. Zucker. I am willing to learn. 

Mr. Foranp. All right, Tet us proceed. 
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Dr. Zucker. Now, in regard to the last two measures before you, 
the extension of coverage to employers of one or more, your own bill, 
H. R. 3391, as well as the Mills bill, H. R. 4133, both provide for cov- 
erage of all employers of one or more. 

We believe that the process of covering all employers should be a 
gradual one, and that the employers of one or more should not be 
encompassed before each State feels that the administrative process 
is able to digest them into the operation. 

We take no position either pro or con to the extension of this meas- 
ure to employers of one or more. 

However, we do want to suggest that if the Federal law is to be 
extended to employers of one or more that it should not be made 
effective earlier than 1955. 

Further, we would like to suggest that proper safeguards should 
be a in the bill, namely, demonstration of the attachment 
of an individual to the labor market, and also the use of a dollar earn- 
ing schedule in some type of employment status, and a time status 
in order to be a valid employee to be considered for unemployment 
insurance purposes. 

Finally, in regard to bill H. R. 7277, unemployment compensation 
for members of the Armed Forces, the association vigorously opposes 
this measure, and it sees. no reason for it whatsoever. 

We feel that what is being proposed by having an increase in the 
benefits for members of the Armed Forces is to freeze these indi- 
viduals into the ranks of the unemployed, to make them apart from all 
other claimants who are unemployed, since they would be given more 
money than the average claimant. 

Finally, we feel that the States can well handle this situation. In 
fact, in New York State we have just passed a bill which has been 
signed into law, the guarantee to individuals in the Armed Forces 
their rights under any unemployment insurance law upon their re 
turn from the service. 

Mr. Foranp. Reemployment ¢ 

Dr. Zucker. Not only reemployment, but unemployment compen- 
sation. 

Mr. Foran». Does that complete your statement / 

Dr. Zucker. Yes. 

Mr. Foranp. Do you have any questions, Mr. Mason / 

Mr. Mason. Mr. Chairman, I should just like to ask this: Under 
the 52-20, as it was called, you took away from the soldier the initia- 
tive to go out and find a job. You practically subsidized him on un 
employment compensation by doing that. Now, supposing we change 
that this time and do as the chairman has kind of suggested—he put 
it in my head, at least—that we furnish an incentive for him to get 
to work, and in order for him to be freed from the Army that we will 
put him on furlough at certain pay, but the minute he gets a job, then 
he is free from the Army, and maybe that will give him an incentive 
to go to work as fast as he can go to work rather than giving him an 
incentive to drag it out for a period for a vacation. 

Dr. Zucker. I think that is a very notable approach, and some 
consideration might be given to it, Mr. Chairman. 

Mr. Foranp. I brought that out vesterday. 

Mr. Mason. It is the chairman’s idea, not mine. 
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Mr. Foranp. Of course, I would not want to have that interfere 
with any of their rights that might be given under unemployment 
compensation, but I did make the statement that I, as a World War I 
veteran, was very anxious to get my discharge, and I even passed up 
my lunch one day while waiting in line to get my discharge, for fear 
that I would lose out on it. 

Is it possible that the Defense Department could work out some 
scheme whereby the services, instead of discharing a man on the day 
he was due for discharge, could furlough him, say, for 2 or 3 months? 
The incentive would be that he would be in the service while on 
furlough, but the moment he got a job he could notify the service 
authorities and get his discharge. If the Congress decided that he 
was entitled to unemployment compensation, or anything else, that 
would not interfere with it in any way whatsoever. I believe that 
the great desire to get that discharge and be free would be an incen- 
tive for him to look for a job. 

Dr. Zucker. I agree with you. Not only that, 1 think the great 
incentive to get a job would be lost by giving a person a high unem- 
ployment compensation insurance check to keep him frozen there, and 
1 think your method, Mr. Chairman, is a far better one because it 
gives him that incentive. 

Mr. Mason. It appeals to my common sense, anyway, if I have any. 

Mr. Foranp. It is thrown out for discussion anyway. 

Very well, Mr. Zucker, does that complete your statement / 

Dr. Zucker. Yes, sir. 

Mr. Foranp. We thank you very much. 

Dr. Zucker. Thank you, Mr. Chairman, and gentlemen of the 
committee, 

Mr. Foranp. The next gentleman is Mr. Marion Williamson. 

Mr. Witiiamson. Yes, sir. 

Mr. Foranp. Will you identify yourself for the record, please, Mr. 
Williamson ? 


STATEMENT OF MARION WILLIAMSON, PRESIDENT, INTERSTATE 
CONFERENCE OF EMPLOYMENT SECURITY AGENCIES, ATLANTA, 
GA. 


Mr. Witu1Amson. Yes, sir. 

Mr. Chairman and members of the committee, my name is Marion 
Williamson. I am director of the Employment Security Agency, 
Georgia Department of Labor. 

Also, I am president of the Interstate Conference of Employment 
Security Agencies of the 48 States, as well as Alaska, Hawaii, and 
the District of Columbia. 

In behalf of State administrators, I appreciate the opportunity of 
presenting our views on the various bills now being considered by 
this committee which have an important bearing on the State employ- 
ment security programs which we administer. 

We who are charged with the responsibility of administering the 
State systems wholeheartedly believe in sound unemployment insur- 
ance. We are overwhelmingly opposed to the adoption of legisla- 
tion which would destroy the insurance principle or the concept of 
State responsibility in this program. 

With reference to the Dingell bill, H. R. 6174, which provides for 
Federal supplementation of State benefit payments under certain 
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specified conditions of unemployment, I would like to summarize the 
majority viewpoint of State administrators. 

Also, with your permission, I should like to introduce a more com- 
plete statement with respect to several matters in my statement. 

Mr. Foranp. Your full statement will be inserted in the record. 

Mr. Wiiiiamson. Thank you. 

Briefly, the majority position of the Interstate Conference of State 
Employment Security Agencies is this. Thirty-six State adminis 
trators have expressed their opposition to the provisions of the Din- 
gell bill, H. R. 6174. The Michigan Unemployment Commission is 
divided two and two on the bill. No administrator has expressed to 
me a contrary view. 

Enactment of the bill would amount to a congressional indictment 
of the present State systems and would represent a complete depar 
ture from the long-time concept of unemployment insurance. 

In fact, it injects into the unemployment insurance field relief fac 
tors which would operate to destroy the very principle on which the 
program is based. The bill proposes the payment of benefits in suc}, 
amounts as would encourage idleness, restrict the mobility of labor, 
and actually destroy the incentive to work. The advocates of this 
bill apparently assume that the States are either unable or unwilling 
to cope with whatever unemployment problems exist in the respective 
States. 

In this respect. the Dingell bill embodies principles which were con 
sidered and wisely rejected by the Congress in previous years. 

[ will frankly admit, however, that this particular bill is different in 
the subtlety of its approach. In fact, if one read only its title and not 
the fine print, its appeal might be well-nigh irresistible. 

State administrators and many others who would be vitally affected 
by such legislation have carefully studied the bill in its entirety and 
have thus become aware of its ultimate disastrous effect on our nations! 
economy, the economy of our States, and the employment security 
programs. 

State administrators recognize and are continuously aware of thie 
problems of unemployment whether the volume is large or small or 
whether the area affected is limited or widespread. We are convinced 
that each State can best determine the laws and policies that will best 
serve the interests of its people for the immediate problems, as well as 
for the long-run effect. The State trust funds accumulated over a 
period of years are now available and adequate to provide needed 
benefits for unemployed workers under existing State laws without 
any Federal supplementation. 

With your permission, I should now like to comment on another 
bill under consideration by this comnfittee. This is H. R. 6954, which 
would provide Federal grants to States for unemployment insurance 
benefits if State trust funds should become depleted. 

The State administrators individually and through duly consti- 
tuted committees of the interstate conference have given prolonged 
study and consideration to the problem which this bill purports to 
solve. Although the original Social Security Act provided no safe 
guards against insolvency of State trust funds, there has long been 
agreement among the State administrators that the solvency of the 
respective State trust funds must be assured. As to the method for 
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achieving this objective, the repayable loan fund plan has also received 
practically unanimous endorsement from State administrators. 

I believe that the question raised by this bill should be resolved, and 
will be resolved, on the basis of sound principles rather than on the 
basis of opinions. 

From the enactment of the Federal Unemployment Tax Act until 
1944 there was no legislation guaranteeing the solvency of the respec- 
tive State trust funds. The ‘only guaranty of solvency during that 
period was the soundness of the respective State laws and the eflicienc V 
and effectiveness with which each State administered its own law. 
Primary reliance on this principle is no less important today. 

While planning to meet reconversion problems anticipated at the 
end of World War II, the Congress first enacted into law the repay- 
able loan prine iple which was designed to guarantee the solvene Vv of 
State trust funds. This legislation was commonly known as the 
George Loan Fund Act. 

The need for such legislation was then deemed to be temporary. 
However, it was reenacted twice and remained in effect until January 
1, 1952. ' 

It is significant that every State trust fund proved adequate to meet 
the test of postwar reconversion without recourse to a Federal loan. 
In fact, most States during that period increased the amount of unem 
ployment insurance benefits payable to their job-seeking workers and 
at the same time accumulated larger trust funds. 

All this was accomplished under State laws despite the dire predic 
tions of those who would have federalized the program. 

Gentimen, it is a peculiar situation that we should be here today 
considering legislation designed to provide for outright Federal! 
grants to State trust funds at a time when the payrolls of this Nation 
are at an all-time high. 

However, with conditions bei ‘ing as they are in the world today we 
are becoming accustomed to moving from one dilemma to the next 
paradox. 

Even so, we must seek to avoid hasty and ill-advised action. 

The Forand bill, which is now under consideration, departs from 
the prmeiple of the George loan fund in that it proposes outright 
Federal grants instead of provisions for repayable loans. ‘The grants 
now proposed would surely be accompanied, or closely followed. by 
Federal standards and controls, claiming justification on the grounds 
of preventing abuse. Upon being made available, the primary ques- 
tion would be not whether to accept a grant, but, rather, how to qualify 
for one. The outright Federal grant would fail to distinguis h be- 
tween a State trust fund threatened with insolvency, despite conserva- 
tive financing, and another going broke due to unsound financing. 

Actually, Federal grants to State trust funds would bring about a 
complete departure from the insurance principle and substitute there- 
fore a new type of Federal relief. 

Federal grants for State unemployment insurance payments would 
open the way to abuse which we can be certain would not long be 
tolerated in the court of public opinion. 

On the other hand a repayable loan account is in full harmony with 
the present State-Federal cooperative program. It retains and em- 
phasizes State responsibility for snacginatnent compensation benefits 


and for sound long-range financing. Indeed, a Federal loan fund 
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will help to implement the principle of State responsibility in a sim- 
ple and practical way. A 

The State unemployment compensation systems were justified from 
the beginning on the basis that there should be freedom of action at 
the local level to determine program needs. The financing of a State’s 
benefit program was wisely left entirely to the State legislatures. 

Apparently the sponsors of this proposed legislation have assume«| 
that the unemployment tax rate under State law should never exceed 
2.7 percent. There is no special magic in a 2.7 percent rate. No State 
is required to use 2.7 percent as its top contribution rate. Many States 
during World War IT, and even today, have provided contribution 
rates in excess of 2.7 percent for particularly high risks such as war 
plants. 

Mr. Foranp. On that point do you have any specific case there that 
you could insert? 

Mr. Witutamson. Yes, sir. Delaware’s top rate is 3 percent; Mich- 
igan’s is 4 percent; Minnesota, 3 percent; Missouri, 4.1 percent: New 
Jersey, 3.6 percent ; New Mexico, 3.6 percent ; Ohio, 3.2 percent ; Texas, 
3.3 percent ; Wisconsin, 4 percent ; New York, 3.7 percent ; and Tlinois, 
3.6 percent. 

I think that is right. I got it from the Labor Department this 
morning. 

Mr. Mason. That is the top rate as set by the legislatures of the 
various States? 

Mr. Wriu1amson. Yes, sir. 

Mr. Mason. Then the different industries in the State can pay any- 
thing, according to their experience under the merit system ¢ 

Mr. Wirtramson. Yes, sir; they pay according to their experience. 

Mr. Grancer. Supposing you were administering the fund in Michi- 
gan, and it was evident that the fund would be depleted, what would 
you do with it, or what would you have done? 

Mr. Witxramson. I would have raised the rate; I would have asked 
the legislature to raise the rate, and that is all that was ever done where 
it was necessary to retain solvency to date. 

Mr. Granoer. Has the legislature in Michigan been approached 
on that method of solving the problem ? 

Mr. Mason. Michigan has $330 million in their fund right now, 
this minute. 

Mr. Witu1amson. Michigan, I imagine, is in pretty good shape be- 
cause they got one-third of a billion dollars, and taxes keep coming in. 
Most of the State laws have a provision in the law that if the fund 
gets very low the rates will automatically go up. 

As a basic insurance principle it has always been recognized that 
there would be justification for higher rates in some States than in 
others. Also, under the State experience rating plans, rates vary from 
employer to employer, the measure of risk determining the rate. The 
employer tax rates and benefit payment tables of a State must be prop- - 
erly geared together at all times. This sound insurance principle 
should and must be retained in the State systems if they are to con- 
tinue to operate on an insurance rather than a hand-out basis. 

Federal grants to State trust funds as proposed by H. R. 6954 
would undermine State initiative and responsibility both in the man- 
agement of the State unemployment insurance programs and in the 
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State legislative field. Efficient and prudent administration by the 
States would be discouraged. 

Another bill now being considered by this committee is H. R. 4133, 
by Congressman Mills. A poll of the administrators of the State 
employment security program showed them overwhelmingly in favor 
of the principles contained in this bill. Also, the interstate confer- 
ence, at its last November annual meeting, adopted a resolution af- 
firming its support of these principles. 

A Federal unemployment account which would provide for loans 
to State trust funds on a repayable basis is strongly urged in order 
to preserve and maintain State responsibility in this field. Federal 
loans to a State unemployment fund duly repayable from its future 
collections would provide a good safety valve but leave State responsi- 
bility intact. 

In the absence of a permanent loan fund it is possible that one or 
more States might become insolvent, and, therefore, jeopardize all 
State funds by inviting federalization. 

To bail out and reward by outright Federal grants even one State 
becoming insolvent through unsound practices would make a mockery 
of more conservative financing and management in other States. This 
danger of insolvency in even one State, therefore, whatever the rea- 
son, is of major concern to all States. 

Aside from the question of trust fund solvency, there is another 
element of the present State employment security programs which 
is equally important and deserves careful consideration at this time. 
This is the matter of more adequate financing of administrative costs 
in the respective States. The present arrangement constantly hamp- 
ers and interferes with the most effective State administration by 
the excessively restrictive purse-string controls that have been 
imposed. 

his seems strange in view of the fact that employers are paying a 
Federal unemployment tax in such amount as would fully finance 
the employment security program if the funds thus collected were 
made available for this purpose. 

Congress has continuously recognized the necessity for financing 
administrative costs of the State job insurance system and public 
employment service, but the total amount appropriated from year to 
year and the restrictive elements in the allocations to the respective 
States have been subject to wide variations. It should be provided 
by law that all funds paid into the Federal treasury under the Fed- 
eral Unemployment Tax Act be used solely for purposes of the em- 
ploy security program, 

At the same time the solvency of the respective State trust funds 
should be safeguarded and assured by reenactment of the George Loan 
Fund principles, strengthening certain features, and adding these 
provisions as a permanent part of the Federal Unemployment Tax 
Act. 

These principles are contained in the Mills bill, H. R. 4133, together 
with a redefinition of the term “employer” as it appears in the Fed- 
eral Unemployment Tax Act. Enactment of this change in defini- 
tion would extend unemployment insurance coverage to about 3.5 mil- 
lion workers employed by smaller firms. This would be accomplished 
by lowering the coverage of the Federal Unemployment Tax Act from 
employers of eight or more to employers of one or more. 
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Enactment of H. R. 4133 would give effect to basic principles which 
would further strengthen and preserve the State systems. 

These may be summarized as follows: 

(1) Earmark for the employment security program all amounts 
paid directly into the Federal Treasury under the Federal Unemploy- 
ment Tax Act. 

(2) Use the earmarked funds exclusively for— 

(a) Administrative costs of the employment-security program. 

(6) A loan fund to safeguard the solvency of State trust funds, 

(c) Temporary loans without interest to any State trust fund 
when its solvency is threatened. 

(d@) Use by the States, for the purposes of the employment- 
security program, of amounts not otherwise allocated. 

(3) Provide for repayment of loans made to a State trust fund by— 

(a) Reducing temporarily the Federal tax credit allowed em- 
ployers in that State, thus increasing the amount of tax payable to 
the Federal Treasury, or 

(+) Crediting, on request, any tax collected under the State 
law in excess of its legal reserve requirement, or 

(c) Crediting any amounts allocated to the State from the ex- 
cess earmarked funds in the Federal Treasury. 

(4) Determine annually the amount of the excess of Federal col- 
lections of unemployment tax over congressional appropriations for 
the costs of employment security administration and allocate all such 
excess to the respective States on a wage ratio basis. 

(5) Provide for State use of the allocated excess funds only for the 
purposes of : 

(a) Costs of administration of State employment security pro- 
grams not otherwise provided for by law. 

(6) Payment of job insurance. 

(c) Repayment of outstanding loan to the State’s trust fund. 

(6) Redefine the term “employer” to cover, under the Federal Un- 
employment Tax Act, employers of one or more. 

Enactment of these provisions by the Congress will materially 
strengthen the present State systems of job insurance, guarantee the 
solvency of the respective State trust funds, and provide more ade- 
quate administration financing free from undesirable Federal restric- 
tions presently maintained through purse-string control. 

This will permit States to conduct their operations more efficiently 
and in line with public policies and needs of the respective States. 
The application of sound business principles to the State job insur- 
ance systems vitally concerns every employer and worker throughout 
the entire country. 

Someone asked : “How do you reconcile your opposition to Federal 
grants to State trust funds with your acceptance of Federal grants to 
finance State deficits in administration ¢” 

There is a fundamental difference in the administrative financing 
accounts and trust fund accounts. This difference was recognized by 
the Congress in enacting the original Unemployment Tax Act. It 
clearly was the intent of Congress that the States would finance their 
own benefit programs through State trust funds derived from State 
tax collections under State laws and that its benefit payment and tax 
receipts would be geared to each other to provide an actuarially sound 
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program. No criteria guaranteeing solvency of State trust funds 
was included in the Federal act. This responsibility was left entirely 
to the States. It is a matter of record that the States accepted this 
responsibility and have enacted laws and managed their programs in 
aah a way as to maintain solvency. To date every State trust fund 
has been adequate to finance its benefit program. 

The basic purpose of a trust fund is to lay aside inconic necessary to 
provide funds for some future need. Money set aside in trust is per- 
manently earmarked for specific purposes. There must be an acturial 
relationship between the income toa trust fund and anticipated with- 
drawals 

No State unemployment insurance trust fund can be soundly oper- 
ated on the theory of reliance on loans to meet its obligations. How- 
ever, if due to devlopment of unfavorable risks its funds should be 
depleted below the level of current withdrawal requirements a tem- 
yorary loan arrangement should be available to safeguard its solvency. 
The repayable loan plan is in harmony with and would preserve the 
integrity of the State systems. A repayable loan plan implements the 
principle of State responsibility. It does not relieve any State of 
the piliension for financing its unemployment insurance program. 

On the other hand outright Federal grants, or gifts from the Federal 
Treasury, would operate to destroy the State trust fund principle and 
would encourage the sort of management that would lead to insolvency. 
This would be true of any trust fund and especially one financed 
through taxes. 

Should a State trust fund be threatened with insolvency apd fund- 
were available through Federal grants, there would be little incentive 
for such State to take the step necessary to replenish its trust fund, 
namely, properly relating its tax rates to the cost of its benefit program. 
In fact, it is doubtful that any insolvent State would take steps to 
mainain this actuarial relationship at the expense of higher tax rates. 

As to the question of administrative financing, funds for this pur- 
pose are provided by congressional appropriations from year to year 
in accordance with need. This same method is used in financing other 
Government activities. 

The original Unemployment Tax Act provided for a 0.5 percent 
tax to cover administrative costs of the employment security program. 
It was provided that the revenue from this tax go into a “pooled” fund 
in the Federal Treasury from which appropraitions would be made to 
operate the employment security program. 

The Secretary of Labor is given the responsibility of advancing to 
each State funds needed for the proper and eflicient administrations of 
its State law. In determining advances to States the Secretary is 
instructed to consider objective matters such as the population of the 
State, an estimate of the number of persons covered by the State law 
and the cost of proper and efficient administration of such law and 
such other factors as the Secretary of Labor finds relevant. 

Such other factors might include the size of the State, its indus- 
trial pattern, special provisions of its law, and so forth. 

It is evident that it was never thought or intended that a particu- 
lar State should operate on the 0.3 percent tax paid into the Federal 
‘Treasury by its employers. From the beginning the financing of ad- 
ministrative costs of the program was a “pooled” arrangement, which 
was necessary for-such a State-Federal program. 
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There is no relation or comparison between the administrative 
financing of the employment-security program through congressional 
grants on the one hand and the State trust-fund financing of a State 
unemployment insurance law on the other. 

Still another bill now under consideration by this committee could 
vitally affect the operation of State employment-security programs. 
This is H. R. 7277, introduced Thursday by Congressman Roosevelt, 
and would pro vide unemployment compensation for veterans. 

I want to make it clear at this point that while I am appearing in 
the capacity of president of the Interstate Conference of Employ- 
ment Security Agencies, there has been no poll to determine the posi- 
tion of the State administrators on this particular bill. However, 
from the individual expressions I have received in regard to it, I 
believe the views I will present are representative of those held by the 
State administrators. 

It is my opinion that it is not within the province of the Interstate 
Conference of Employment Security Agencies to take a position on 
the major principle involved, that of paying some form of benefits 
to persons recently separated from military service. However, since 
this bill proposes to place the duty of administration on the respective 
State employment-security agencies, I would like to comment on 
certain of its features. 

It is immediately obvious, even without opportunity for thorough 
review, that Congressman Roosevelt’s bill has many serious short- 
comings and undesirable aspects. It has the definite appearance of 
another attack on the State employment-security systems, this time 
in the cloak of legislation to benefit veterans. 

It is apparent that those who advocate this bill have chosen to 


ignore the Veterans’ Administration to which the Congress has his- 
torically assigned such responsibilities. 
The Roosevelt bill completely ignores the wealth of me: aren 


gained by the Veterans’ Administration and the States in their co- 
operative administration of the Servicemen’s Readjustment Act of 


1944. 

Even in our wildest imagination we never anticipated that anyone 
would come up with the proposal that pay for military service should 
be treated as comparable to wages received in private civilian em- 
ployment. Speaking as one who has experienced military service and 
to others who have served their country in the same capacity, every 
aspect of military service and civilian employment is so different that 
I consider it unnecessary to take your time in discussing this point 
further. 

The proposed bill would set up so many Federal restrictions and 
limitations that it would be practically impossible of administration 
within itself aside from the undermining effect it would have on opera- 
tions under existing State in aargameme laws. 

It purports from section to section to provide benefits in accordance 
with the law of the State in which a claim is filed; thereafter, it im- 
mediately inserts “provisions” which would, in effect, substitute a 
Federal standard for the State law. While it purports to pay benefits 
to veterans in accordance with State laws, it actually provides the 
Secretary of Labor with power to change the character of State laws 
through the administrative device of standards. 
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As legislation for the benefit of veterans, this proposal is obviously 
out of harmony and inconsistent with long-established policies of the 
Congress with respect to veterans’ legislation. 

Conversely, the Veterans Readjustment Act of 1944 provides per- 
haps the best example in history of an effective and mutually satis- 
factory cooperative administrative arrangement between Federal and 
State Governments. In that instance there was absolutely no at- 
tempt to control or violate the integrity of State laws. It was a simple 
businesslike arrangement between the contracting parties. 

It is entirely within the purview of the Federal Congress to deter- 
mine both the type of veteran benefits needed at this time and the 
method of its administration. However, should the Congress see fit 
to provide a new type of unemployment allowances for veterans, as 
a State administrator I would strongly urge consideration of an 
administrative arrangement similar to the Servicemen’s Readjust- 
ment Act. 

The proponents of a completely Federal system of unemployment 
insurance have attempted on many occasions to cripple by legislation 
the administration of State systems. This Roosevelt bill represents 
the same old attack on State employment security systems and the 
concept of State responsibility in this field. 

Should this proposal with its intolerable Federal standards become 
law the States would be subject to the whims of a supreme deity in 
the person of any Secretary of Labor. Of even greater importance 
it would eventually prove to be a disservice to veterans as Well as to 
others who suffer involuntary unemployment. 

Mr. Cuamman. I would like to include in the record a further 
statement on the Dingell bill. 

Mr. Foranp. Without objection, it will be included in the record. 

(The statement referred to follows :) 


STATEMENT PRESENTED BY MARION WILLIAMSON, PRESIDENT, INTERSTATE 
CONFERENCE OF EMPLOYMENT SecuriIry AGENCIES 


Enactment of H. R. 6174 which provides for Federal supplementation of State 
unemployment insurance benefits would amount to a congressional indictment 
of the present State systems, and would represent a complete departure from the 
long-time concept of unemployment insurance. In fact, it injects into the 
unemployment insurance field relief factors which would operate to destroy the 
very principle on which the program is based. 

As we all know, the unemployment insurance law was designed to serve as a 
protection for workers during temporary periods of unemployment, whether 
caused from manpower mobilization, reconversion, depression, or technological 
changes in industry. It was built on the idea of compensating unemployed 
workers for a portion of their wage loss. At the same time unemployment 
insurance was never intended to encourage idleness by making weekly payments 
in such amounts as would destroy individual incentive to work. It is not a 
relief program. 

From the very beginning, it has been realized that a balance must be main- 
tained between ones’ weekly benefit amount and his real wages or take-home 
pay. The weekly benefit amount should not be so low as to unduly depress living 
standards thereby defeating the purpose of the law. Neither should the weekly 
benefit amount be teo high, making benefits more attractive than work. In the 
public interest as well as the interest of the individuals directly concerned, the 
line must be properly drawn between these two extremes. 

In keeping with our American way of life, individual initiative must never 
be subservient to a “dole.” 

State agencies which administer State unemployment insurance laws, have 
had the opportunity to gain broad experience in this field over a period of years. 
State laws have not been static. They have been amended to meet changing 
conditions and needs. 
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State legislatures have reflected in their legislation a comprehensive under- 
standing and recognition of the wage structure and other pertinent factors 
relating to employment conditions in their respective States. States confronted 
with particular unemployment problems in the past have found a _ solution 
through State action. Since this approach has proved so successful through the 
years, including two major conversion periods, which were Nation-wide in scope, 
it is logical to first seek the solution to any unemployment problems through the 
same means. The conditions which bring about significant unemployment in a 
local area and related economic problems which accompany it, are so varied and 
complex that there can be no common solution for all areas. As a consequence, 
it is of utmost importance that decisions which will vitally affect the economic 
life of an area—-on a long-range basis—be made at the local level where the most 
information is available for dealing wisely with the subject. Each State can best 
determine the laws and policies that will best serve the interests of its people, 
for the immediate problems as well as for the long-run effect. The ability of the 
States, through their own efforts, to successfully solve problems incident to 
unemployment was clearly demonstrated, as you will recall, both at the beginning 
and end of World War II, when the Congress considered and rejected bills pro- 
viding Federal supplements to State unemployment payments. You will also re- 
call that the proponents of those bills made dire predictions. They claimed that 
the States were wholly unprepared and would be unable to cope with the in- 
evitable unemployment. The bill now under consideration is but an echo of 
those other bills which the Congress so wisely rejected. 

I have carefully reviewed the provisions of this bill. Frankly, I find it to be 
based on a misconception of the manpower status in this country. It assumes 
defense unemployment is rampant when, in fact, manpower is being sought for 
defense installations. And, I find it to be based on a misconception of the 
unemployment insurance principle which it would so vitally affect. 

While the proposed bill might appear to give freedom of choice to the respective 
States by making State participation dependent upon certification by the Gov- 
ernor, actually, wherever legal, uniform application throughout the Nation would 
be inevitable. Certification is based on the condition that one or more local labor 
market areas within a State have substantial unemployment among workers 
covered by the unemployment compensation law of the State, with no prospect 
of immediate re-employment in the labor-market area. The criterion provided 
for certification is not an unusual or abnormal employment condition. Each 
State during any calendar year will have labor market areas which temporarily 
experience such unemployment. After certification for one State, the governor 
of every other State—-whose law would permit—would have compelling reasons 
for making similar certification so that his constituents could share in this new 
and unique method for distributing funds of the Federal Treasury. Thereafter, 
any governor would doubtless be impelled to refrain from terminating the 
arrangement. Further, the same factors, felt by the Congress and the President, 
would tend to indefinitely prolong the so-called emergency period. Upon the 
enactment of the proposed bill, we would have reached a point of no return. 

One statement in the bill reads as follows: “That the present benefits provided 
under State unemployment compensation laws are both inadequate and unfair to 
workers suffering such unemployment.” This conclusion is an unsupportable 
accusation against State unemployment insurance programs. The bill purports 
to relieve a particular type of localized unemployment attributable to defense 
mobilization, while in reality it would actually supplement the weekly benefit 
amount of every unemployed worker in a certified State regardless of the locality 
or the cause of unemployment. The proposed supplementation of the weekly 
benefit amount would, in fact, hamper defense production. It would reduce the 
necessity of obtaining work and tend to stagnate the labor force whose mobility 
is necessary to our continued manpower mobilization. 

The provisions for the all-inclusive coverage within a certified State would 
even extend Federal supplementation to persons invelved in a labor dispute, in 
cases where the State law required disqualification for a fixed number of weeks 
in cases of work stoppage due to a labor dispute 

The present total of State unemployment insurance reserves is more than 
$7.500,000,000 which is now available and apparently adequate to finance the 
expected needs of the respective States under existing unemployment insurance 
laws. This trust fund, accumulated during a number of years, has successfully 
met the test of two major conversion periods. As I see it, the present situation 
does not present any new problem. It is simply a repetition of past experience. 

We believe that this committee would never propose payment of general tax 
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funds in a manner to encourage and promote shiftless idleness. Gentlemen, under 
present economic conditions that would result from enactment of this bill, let me 
illustrate the effect of its certification on an average Georgia manufacturing plant 
worker who today receives $1.20 an hour or $48 a week. He would qualify for 
a weekly unemployment insurance payment of $20. Under the proposed bill he 
would receive $30 per week, including a $10 Federal supplement. While working, 
withholding and social security tax, transportation, and other expenses incident 
to his employment would reduce his average weekly take-home pay from $48 to 
about $38. This leaves a work incentive of $8 per week or only 20 cents per 
hour. Few persons would now find work attractive with such a small incentive 
margin. 

Now, let us look at the case of John Doe who is employed regularly at $1 an 
hour with occasional overtime. He is laid off, files a claim under the State law, 
and qualifies for a weekly benefit amount of $20. Based on his earnings in his 
highest quarter, when his weekly overtime averaged 5 hours, his “weekly wage,” 
as defined in this bill, would be $47.50. He would thus be entitled to a $10 Fed- 
eral supplement, making an aggregate weekly benfit amount of $30, all of which 
would be exempt from tax and other deductions. During a week of regular work 
at $40, there had been withheld from John $5.50 income tax, and 60 cents OASI 
tax, leaving $33.90 from which he paid for transportation, work clothes and all 
other unavoidable expenses incident to employment. Conservatively estimating 
such daily expenses at no more than $1, John’s weekly take-home pay was $28.90 
for regular full-time work. He would therefore actually suffer a monetary loss 
by returning to regular work at his normal wage. This would be nothing more or 
less than a cash premium for idleness to be financed from the pocket of the 
working taxpayer. The funds for such a Federal supplementation would come 
out of the Federal Treasury, which is certainly not in a very healthy condition 
to take on additional obligations approximating $1,000,000,000. 

I wonder if the proponents of this bill have realized how the cash amount pro- 
posed to be paid to the unemployed worker compares with the cash amount now 
received by a soldier on the foreign battlefield. 

Counting the dependency allowance provisions of the bill, some idle workers 
would receive over $350 a month or over $SO a week unemployment insurance. 
Even though an unemployed Korean veteran may be entitled to the maximum 
weekly readjustment allowance of S20, I wonder how such a veteran would regard 
this bill which proposes much greater payments to civilians who had acquired 
these unusually high benefit rights while staying at home. 

Unemployment is a serious problem even when it is limited to relatively few 
people in a local area. I realize that some temporary dislocations of manpower 
and some resulting unemployment cannot be avoided during a period when all 
our national resources, including manpower, are being mobilized for defense. 
But even in such a period, it is unthinkable that large numbers of workers should 
remain unemployed for long periods through lack of work. The work of every 
hand is needed to produce the goods so vital to the security of our country. We 
know that those responsible for manpower mobilization and the planning of de- 
fense production will seek to utilize all available manpower through wise alloca- 
tion of materials and distribution of contracts. Meanwhile State agencies un- 
der existing laws can and will provide unemployment insurance for those out 
of work through no fault of their own. 

I believe every informed person in this country today would agree that there 
are more jobs to be done than there are workers to do them. The best solution of 
the unemployment problem of any individual is a job—not insurance payments. 
Our native ingenuity at all levels—Federal, State, and local—must be directed 
toward making the job available to the worker and the worker available to the 
job. 

From my experience with the unemployment-security program, I am convinced 
that every self-respecting worker prefers a job to unemployment insurance. Let 
us not, by ill-advised and hasty action, make unemployment insurance so attrae- 
tive as to destroy the individual's will to work. 


Mr. Witu1amson. I would like to also include in the record a letter 
written by the secretary of the State of Connecticut. 
Mr. Foranp. Without objection, it will be included in the record. 
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(The letter referred to follows :) 


Strate or ConNeEcTICUT, DEPARTMENT OF LABOR, 
EMPLOYMENT SECURITY DIVISION, 
Hartford, Conn., February 5, 1952. 
Mr. Marton WILLIAMSON, 
Director, Employment Security Agency, Department of Labor, 
State Ofice Building, Capitol Square, Atlanta, Ga. 

Deak Marion: Supplementing my telegram of February 5, I am enclosing a 
copy of Commissioner Egan’s letter of this date to Congressman at Large Sadiak, 
of Connecticut, which will indicate the reasons for our opposition to Senate bill 
2504 and House bill 6174. 

Sincerely yours, 
Howarp E. HausMAN, Erecutive Director. 


Fesruary 5, 1952. 
Hon. ANTONI N. SADLAK, 
Representative at Large, United States House of Representatives, 
House Office Building, Washington, D. C. 

My Dear CONGRESSMAN: I am glad to comply with your request for my views 
with respect to H. R. 6174 and its companion bill, 8S. 2404. 

This bill provides that whenever the governor of any State certifies, and his 
certification is approved by the Secretary of Labor, that within one or more labor 
market areas of the State there exists “substantial unemployment,” then the 
unemployment-compensation benefits provided by the law of that State are supple- 
mented by 50 percent of the unemployment-compensation benefit amount and by 
100 percent of the dependency allowance amount. In Connecticut, for example, 
the basic maximum amount is $24 per week. This would become $36 per week. 
The dependency allowance is 33 per child up to a maximum of four children. 
This allowance would he doubled. Accordingly the Connecticut claimant with 
four children would receive, instead of $36 per week, $60 per week. Another 
section of the bill would limit the total benefits to 75 percent of average weekly 
wages. Accordingly, in order to receive the $60 maximum just mentioned, the 
claimant would have to have had earnings in his highest quarter averaging $80 
a week. The limitation on claimants without dependents is 65 percent of his 
average weekly wage. 

As you know, under the Social Security Act and the 48 State unemployment- 
compensation laws now in existence, the determination of the amount of benefit 
payments has always been left to the State legislatures. Although Presidents 
Roosevelt and Truman have repeatedly urged Congress to provide at least some 
features of the benefit structure by Federal legislation, the Congress has, up to 
this point, refused to enact such legislation. This decision of Congress is in 
line with the overwhelming opinions of State unemployment-compensation admin- 
istrators and State governors, and is certainly in line with our thinking here in 
Connecticut. I call attention to the statement in section 2 of the bill under which 
Congress, if it enacts this legislation, would find that “the present benefits pro- 
vided under State unemployment-compensation laws are both inadequate and 
unfair to workers.” Just about every State legislature met in 1951 and a good 
many of them revised their unemployment-compensation benefits structures— 
invariably upward. For Congress to make the finding quoted above would seem 
to be beyond the proper jurisdiction of Congress. 

Section 4 of the bill provides that it does not take effect in the State until the 
governor, confirmed by the Secretary of Labor, finds that “within one or more 
labor market areas of his State there exists substantial unemployment * * * 
with no prospects of immediate reeemployment in the labor market area. 
“Labor market area” is not defined in the bill. In our operations we work with 
the areas covered by each of our 18 local offices as labor-market areas. For 
example, the Danbury office includes the towns of Bethel, Bridgewater, Brook- 
field, Kent, New Fairfield, New Milford, Newtown, Redding, Ridgefield, Roxbury, 
Sherman, Warren, and Washington. Under this bill if, as happens just about 
every year, there is substantial unemployment in the Danbury hat industry 
at some period of time, all of Connecticut would come under the act, regardless 
of the fact that in Hartford and other areas of the State where defense industry 
is important there might actually be a critical shortage of workers. Again, 
the bill does not define “substantial unemployment.” Obviously, this is a matter 
on which individuals’ opinions will vary according to the point of view, and 
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since the whole bill is founded on the proposition that the employees within the 
State are getting a grant from the Federal Treasury, the pressure on the governor 
and the Secretary of Labor to be very liberal in their ideas of what is substantial 
unemployment would be almost irresistible. Again, the bill does not define 
“immediate reemployment.” On the face of it, if there were a prospect of im- 
mediate reemployment there would hardly be unemployment at all. This 
language does not make sense to me except that it makes it possible, if the 
Secretary of Labor so desires, to tind that any labor market area qualifies under 
this language. Further, it is required that there be no prospect of immediate re- 
employment in the labor market area. Suppose this bill had been the law last 
year when the Rockville plant of the J. P. Stevens Co. closed. There was cer- 
tainly no prospect of immediate reemployment in the Rockville area, This bill, 
by paying claimants up to $60 a week, would have encouraged them to say un- 
employed in Rockville. As a matter of fact, most of the male employees who 
were displaced by the closing of this mill succeeded in obtaining employment 
outside the Rockville area, a large percentage of them at the Pratt & Whitney 
plant in East Hartford. This is, of course, desirable in view of the critical 
need for defense manpower in this plant. In this connection, it seems to me 
that the whole philosophy of this bill is wrong. The only method under which 
the Federal Government can now encourage workers to transfer from nondefense 
industries to those producing material for the defense our our country is through 
the control of materials. One of the principal purposes of withholding materials 
fron nonessential industries is to divert their manpower to defense production. 
This bill attempts to thwart that purpose by making it attractive for the worker 
to stay where he is and hope that his nonessential industry will eventually be 
provided material to rehire him. This bill, as I see it, would work at cross pur- 
poses to the Defense Production Act. 

It is true that by its terms this bill is voluntary in the sense that any 
governor, if he so desires, may refrain from accepting its benefits for his State. 
Realistically speaking, you know better than I do that the voluntary nature of 
a proposal of this kind is more illusory than real. Likewise, the bill purports 
to be temporary and by tis terms will expire whenever any President proclaims 
the emergency to have terminated or when the Defense Production Act is ter 
minated, whichever date is later. At this point, may I say if the Congress decided 
to end the Defense Production Act, the President could continue the emergency. 
Bearing in mind our previous experiences with “emergency” periods, it seems to 
me that for all practical purposes this bill, if passed, would be a permanent 
addition to our unemployment compensation system. Its effect would be to take 
away from the State legislatures all incentive to exercise their proper functions 
of determining the level of State unemployment compensation benefits. Cer- 
tainly the Michigan Legislature which last year fixed maximum benefits of $27 per 
week for persons withont dependents and $35 per week for those with dependents 
would not be likely to change this if by congressional act their maximums had 
already been raised 50 percent. The fact of the matter is that if this bill were 
a law the legislatures would forget about the whole thing and forces seeking 
either a reduction or an increase in unemployment compensation benefits would 
concentrate their efforts on the Congress to modify this law. Thus, the de- 
termination of unemployment compensation benefits would have been effectively, 
if indirectly, taken away from the legislatures and given to the Congress. This, of 
course, is what the CIO, the sponsor of the present bill, has been advocating for 
years. It is what the elements in our National Government which have been 
trying to concentrate power in all fields in Washington at the expense of the 
States have been trying to do for years. This bill is, in my opinion, an effort 
to use the present relatively high level of unemployment in Michigan as a basis 
to put across a fundamental change of policy in our Federal-State relation- 
ship. In this connection, I point out that no attempt whatever is made in the 
bill to limit its application to unemployment occurring because of materials 
allocation or other dislocation due to the defense effort. The increased benefits 
would be available to the seasonably unemployed garment workers and toy 
wrkers, just as much as to the unemployed auto workers in Detroit. 

The funds for the payment of the Federal supplementation of unemployment 
compensation benefits would come out of the general Federal Treasury, which is 
certainly not in a very healthy condition to take on additional obligations run- 
ning into the hundreds of millions at the very least. On the other hand, the un- 
employment compensation trust funds which the States have accumulated total 
between seven and eight billions of dollars. The fund in Michigan is approxi- 
mately $350,000,000, in Connecticut $185,000,000, If the legislatures of any of 
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the States believe, as does the sponsor of H. R. 6174, that “present benefits pro- 
vided under the State unemployment laws are both inadequate and unfair” 
there is no reason whatever why the legislatures should not amend their State 
laws. 

The basic fact concerning this bill is that its sponsors are attempting to trans- 
fer the determination of proper unemployment compensation benefit levels from 
the State legislatures to Congress. With this philosophy, we are in complete 
disagreement. We, therefore, feel very strongly that H. R. 6174 should not be 
approved. 

Sincerely yours, 
Joun J. EGan, Commissioner. 


Mr. Witttamson. Alsoa chart showing graphically something about 
the readjustment allowances of World War IT veterans. 
The chart and statement referred to follows :) 


Cuart 1.—SRA records disclose that 8,900,500 World War IT veterans applied for 
servicemen’s readjustment allowances in the 5 years the program operated. 
A total of 780.500 never received a payment, leaving 8,120,000 actual claims 
paid. Of this number 4,000,000 received 15 weeks or less of benefits, an addi- 
tional 2,000,000 drew up to 30 weeks, and the remaining 2,000,000 drew between 
30 and 52 weeks. Only 857,000 claimants drew the entire 52-week allotment, 
and only 202,000 of these drew in one continuous period. The chart also 
shows a contrast between continuous claims. and intermittent claims. The 
intermittent claims were presumably broken by employment. This is an im- 
portant distinction, as the period between September 1944. when the program 
became operative, and August 1!49, when most GI entitlements ceased was 
characterized by ups and dewns in employment, and, if the program was used 
as it was intended to be used, there shonld be an increase in the number of 
intermittent claims, especially for those who drew greater portions of their 
entitlement. The chart shows that when we reach the maximum figure, we 
find that only one-fourth of the claims were for 52 consecutive weeks, while 
the remainder were broken by intervening employment. Going back to claim- 
ants who drew 30 weeks of benefits, we find that approximately 800,000 claims 
showed consecutive payments, while an additional 1,200,000 received non- 
consecutive paytnents. Even at the level of those who received only 10 weeks 
of benefits. we find that 4.000.000 got the checks in unbroken series, while an 
additional million worked between payments. 

Cuart 2.-—This chart shows similar information, with a more detailed break- 
down of the precise number of weeks drawn under SRA benefits. It also shows 
the number of recipients who drew in one uninterrupted period, by weeks 
drawn. 

Cuart 3.—This chart shows the total time elapsed between the filing of the 
first SRA claim, and the tinal claim for applicants by the number of weeks 
paid. It may he noted that those cases where only a limited amount of pay- 
ment was made showed 9 ¢reater percentace of applicants receiving all their 
benefits in a I2-month period. It is interesting to note that of the 857,000 
claimants who received the full allotment of 52 weeks, almost half, 407,000 
took loncer than 25 months te get the money. 

Cuarr 4——Tis chart shows the claim load for SRA benefits. It will be noted 
that the grentest puyment was during the perio” after VJ-day, when recon- 
version unemployment was at its height. The 1947 period of labor unrest 
also shows heavy payments, with the peak coming at the end of 1947 and the 
beginning of 1948. There was a similar peak at the end of 1948. 
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CLAIMS FILED WEEKLY 
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Mr. Wituiamson. Also a letter to the Director of the Bureau of 
Employment Security, United States Department of Labor, under 
date of December 27, 1951, about budget controls. 

(The letter referred to follows:) 


INTERSTATE CONFERENCE OF EMPLOYMENT Swecurtry AGENCIES, 
December 27, 1951. 
In re BBC—Fiseal Letter No. 270, November 28, 1951. 
Mr. Roserr C. GoopwIn, 
Director, Bureau of Employment Security, 
United States Department of Labor, Washington 25, D. C. 

Drar Mr. Goopwin : Reference is made to tentative instructions for the prepara- 
tion and submittal of State agency budget requests referred to in Fiscal Letter 
No. 270, and Manual Transmittal Letter No. 235. These budget instructions have 
been reviewed and it appears there are a number of basic principles involved 
which should receive further consideration while such instructions are still tenta- 
tive, and prior to the time that final instructions are distributed to the States. 
The budgetary process is gaining in complexity and volumned detail every fiscal 





A ok A 


l'NEMPLOYMENT INSURANCE 223 


year. It becomes increasingly necessary that the States have complete and full 
information on all elements te be used in completing and evaluating the budget 
submittal. The cooperation of the Bureau in making such information available 
prior to the submittal of the budget is most important, so that the States may 
fully understand the significance of their requests in a fashion which will enable 
them to secure sufficient funds to administer their law in a proper and efficient 
manner. 

Serious consideration is needed at this time with respect to the quantity and 
type of workload data essential to an effective budget process. For several years 
each successive budget request has extended the scope of workload coverage and 
quantity of supporting detail. For example, the supporting statement required 
to compute farm placement equivalent positions will of necessity be prepared by 
the majority of the States in reverse. Actually there is no sound basis for pre- 
paring it otherwise. This will produce an artificial distribution of data and 
unit cost, at least 90 percent of which is nonfactual and subject to little, if any, 
verification. 

Another questionable extension of the workload element in the budget process 
lies in the requirement for historical experience and budgetary forecasts in 
ureas where workload concepts are not comparable due to change in definition, 
in State law, or in agency practice or procedure. Thus, for a number of items 
it will be impossible for a State to reconcile its historical experience with its 
budget request with any degree of comparability. In addition, the multiplicity 
of ratios and percentage relationships computed for many of the unemployment 
insurance estimates appear to make no contribution to the process of converting 
vorkload and time factors into equivalent positions. 

The so-called supplemental data suggested on Form ES-177 is not pertinent to 
the development of budget workloads. Entries covering functions measurable 
in hours are generaly not available except as vague estimates. Data covering the 
range of local office operations have been furnished in regular statistical reports 
to the Bureau in considerable detail for review and evaluation. There is little 
hudgetary value in the repetition of these data on Form ES-177. If this form 
is intended to be used as an integral part of the local office management planning 
process its preparation at this time, for a period beginning July 1952 and extend- 
ing through June 1953, is unrealistic. If the form is for budget purposes, data 
contained thereon should be held to the minimum consistent with the budget 
workload items. There is no practical value in the State office reflecting adjust- 
ments in each of the items included on this form for every local office merely to 
achieve a mathematical balance between local office estimates and the State 
summary. 

The continuing trend to obtain more and more detailed information concerning 
the nonpersonal service categories has reached an all-time high in these tenta- 
tive budget instructions. There are certain entries called for which are mani- 
festly impossible to submit, unless a State is maintaining unusual and complicated 
internal controls. The distribution of actual travel cost on a functional basis and 
the number of miles traveled shown separately by personal and State-owned 
automobiles, and by publie carrier are but two examples. Individual expense 
vouchers could be tabulated to develop this latter item, but the personnel time 
required would be prohibitive and far from commensurate with any conceivable 
use which might be made of the information for budget purposes. There is doubt 
as to the uniformity of approach used by the several States in developing infor- 
mation on the number of people who will travel during the budget period, the 
number of days such personne! will be in travel status, and the estimated average 
cost per day. A lack of uniformity excludes a realistic appraisal of this informa- 
tion on a comparable basis, and limits its application in effecting an equitable 
distribution of funds for the travel category. The mass of detail, supporting 
statements and schedules called for in the nonpersonal service categories appear 
to have little valid significance. For example, the States may conceivably furnish 
data ealled for in the printing and binding category, but such information would 
be very vague. The need for showing the number of pages in a particular docu- 
ment certainly appears questionable. What purpose will be served by including 
an equipment and supply inventory in the budget is questionable. This informa- 
tion is readily available for inspection at any time. Its inclusion in the budget 
adds confusion and unnecessary detail without constructive result. 

The detailing of the rents of premises and communications categories by 
individual local office, and tracing each change in cost is a burdensome task 
ind adds complications of further detail. This is unnecessary repetition of 
information which already has been submitted and which in the main has 
reecived prior approval. 
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The supporting schedule covering administrative, staff, and technical services, 
which itemizes time charges by organization division and cross-tabulates these 
by functional breakdown, is a partial duplication of functional information pre- 
viously furnished the Bureau on quarterly summary forms. The budget re- 
quirement of balancing the number of hours requested for administrative, staff 
and technical services with an organizational distribution is entirely artificial. 
A distribution of such personnel by professional and clerical classification is 
subject to varying determination since a uniform concept of such a distribution 
does not exist among the States. 

The States in the past have been held to so-called budget ceilings. These 
ceilings were unknown to the States at the time the budget was submitted, but 
were apparently determined in advance of the budget review. To achieve rea- 
sonable equity among the States, it is essential that the States be fully informed 
as to criteria time allowance for those functions where criteria have been estab- 
lished and also the maximum time or percentage allowance for those functions 
or areas where ceilings are contemplated. The States should have an oppor- 
tunity to justify increases in time allowances for those functions where ceilings 
have been set, as well as for those where criteria are provided, if there is reason- 
able assurance that the State can and will improve its performance or procedures. 
All assumptions, factors and elements that the Bureau expects to consider in its 
budget reviews as regards to employment-security agency functions should be 
made available to the States in advance of the due date of the budget submittal. 

Our remarks in connction with this matter of budgeting are intended to be 
constructive and helpful. There is no wish on our part to appear critical, but 
we do sincerely feel that the budget has become so complicated that it is requiring 
a disproportionate part of the Administrator’s time and effort. The tentative 
budget instructions for fiscal 1953 add further detail to this process at a time 
when we had hoped some simplification would be possible. It is our desire to 
cooperate in every respect to minimize the difficulties encountered in the alloca- 
tion of funds for administrative financing. We will appreciate your favorable 
consideration of this problem and your comments with reference to our discus- 
sion. An early reply in order that the States may be advised of final budget 
instructions is also requested. 

Yours very truly, 
MARION WILLIAMSON, 
President, Interstate Conference of Employment Security Agencies. 


Mr. Witt1amson. Also a statement elaborating on “purse strings” 


controls. 
(The statement referred to follows :) 


Purse-Srring ConTROLSs 


Federal control over State agencies is one of the results of the present budget- 
ing system involving workloads and federally established criteria on various 
functions of the unemployment-insurance program. The United States Depart- 
ment of Labor makes the decision regarding what criteria shall be established 
with respect to each function. Also State agencies are not always informed 
in advance of budget requests of the specific criteria which will be applied in 
the Federal review of the budget requests submitted by the respective States. 
Further, it is a Federal decision as to whether the State budget request for 
any phase of the program shall be allowed as requested, increased, or decreased : 
thus giving the Secretary of Labor the authority to determine which portions 
of the employment security program shall be emphasized and which shall be 
minimized. With respect to many items, supplies, and equipment, the States 
are required to obtain specific authorization on an item-by-item basis as well 
as to secure Federal approval of the total amount that can be expended within 
a given budget period. Even after appropriation bills are passed by the Con- 
gress to finance the employment-security program, the piecemeal allocation of 
administrative funds to the States on a month-to-month or quarter-to-quarter 
basis makes it impossible for State agencies to plan their operations most 
effectively in the absence of any positive assurance that a definite amount of 
money will be available for operations during any specified period. 


Mr. Witutamson. A further statement by me pointing out the views 
of those who advocate federalization and seeking to scuttle the States’ 
job-insurance programs. 
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(The statement referred to follows:) 


ADVOCATES Of FEDERALIZATION SEEK To Scurrie STATES’ JoB-INSURANCE PROGRAMS 


(By Marion Williamson, Director, Employment Security Agency, Georgia 
Department of Labor) 


Under the present method of financing State job-insurance systems, the 
United States Labor Department’s Bureau of Employment Security requires 
from the States detailed statistical operating reports and other information pre- 
sumably for program budgeting. Thereupon by manipulation of the purse strings, 
the Bureau tries to prevent freedom of administrative action in the States and 
moreover attempts to control day-by-day operations of the State systems. 

While the Secretary of Labor and his agents are, in most instances, alert, 
vigorous and likable fellows, many of them have an inadequate understanding 
of the duties and responsibilities which the Congress intended them to assume. 
It would be healthy for those who keep their heads in the clouds of theory to 
come down to earth and recognize that the State agencies daily deal with living 
problems. ‘Those with their heads in the clouds would no longer be like archae- 
ologists at King Tut’s tomb. They could no longer dig and scratch in dead and 
musty files. 

Obviously, each closed file does contain the subject matter for time-consuming 
arguments, such as why this or that man was not paid for this or that week— 
whether in fact he wanted to work, or was spending his time on a picket line; 
whether a prospective employer years ago should have then offered a penny 
or two more hourly wage; whether the proposed job at that time anticipated 
an hour more or an hour less a week; and such other moot questions as only 
the Federal mind can create. Good administrators act on current matters as 
they come up, decide them, then tackle other problems. A good administrator 
knows that yesterday ended last night. 

State administrators are conscientious and need neither the picks nor the 
cudgels of Federal bureaucracy constantly swinging over their heads. State 
administrators recognize their responsibility to retain a sound and solvent system 
of job insurance and thereby best serve the communities and their people. 

This cannot be done effectively if there is remote control of the day-to-day 
operations from Washington as proposed by various bills now pending in the 
Congress. This detailed and remote control would come with so-called Federal 
standards or accompany any outright Federal grants to State trust funds which 
might go broke due to unsound and spendthrift practices. 

President Truman, the Secretary of Labor, and the Federal Bureau of Em- 
ployment Security have asked Congress to require the States to change their 
State laws if their taxpaying employers are to continue receiving the Federal 
tax offset credit. These requests to the Congress endorse goals summarized 
under the caption, “Chiselers endanger our unemployment-insurance program, 
in the December 1949 Reader's Digest, which reads: 

“As soon as it can be done, take the laws from the States and federalize the 
system. Pending that, work on the States to end ‘actively seeking work’ and 
similar provisos, because these make it more difficult for some workers to 
qualify for unemployment payments. Stop cancelations of benefits for refusal 
to accept work that is not to a beneficiary's liking, and substitute a 2-to-4-week 
postponement of benefits as the severest penalty which can be imposed for any 
reason. After that every jobless person shall be considered unemployed through 
no fault of his own. A person shall receive benefits even if idle because of a 
strike. These benefits shall be at least 75 percent of his normal earnings, plus 
allowances for dependents, which might bring him as much as 85 percent of his 
normal pay. Unless he rejects ‘suitable work’ (which shall be so classified only 
if the pay is the union seale or better) these benefits shall continue as long as 
unemployment lasts.” 

Needless to say, any such action would appease those who are eager to see 
State trust funds exhausted and the program federalized. 

Such proposals could only create in the final analysis a weak and dependent 
citizenry. Such proposals obviously remove the requirements in present uh- 
employment-compensation laws affecting the personal responsibility of the indi- 
vidual. The role of Government, under equal and just laws, is to protect against 
situations beyond the control of the individual, but it stops there if a free so- 
ciety is to be preserved. 
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An undue readiness to expand the scope of job-insurance payments without 
properly gearing an individual's benefit amount to his past earnings would ad- 
versely affect or wreck our economy. The program is designed to help the 
butcher, the baker, and the entire community. Job insurance has done much 
to prevent want and fear upon which foreign isms breed. The program must be 
kept close to the community, else it will become a menace by removing the 
incentive to work and thereby put a premium on idleness. The job-insurance 
program, however, is not static. It must be geared realistically both to its 
objectives and to the economy it serves. 

The constant attacks on the States’ employer-experience rating systems are 
but efforts to radically transform the State job-insurance program into a “gravy 
train” and destroy the extra incentive for employers to stabilize employment. 

Since all outright efforts to nationalize the States’ programs have failed in 
the Congress, more subtle attempts are now being made. While Federal 
officials now outwardly propose to retain State laws, they actually contrive 
to usurp the control and discretion of State administrators under State laws by 
advocating and sponsoring so-called Federal standards and by persistently 
urging Federal grants to depleted trust funds—mislabeled “reinsurance.” The 
word “standards” sounds harmless, and the idea of “reinsurance” actually sounds 
attractive, but those words enacted into law, would permit absolute Federal 
control over State job-insurance laws and administration. If the various pro- 
posals, now pending in the Congress, prevail, all State laws would be subject to 
the whims of a supreme deity in the person of any Secretary of Labor. The 
only available course for State officials would then be to kneel and follow blindly 
his views and dictation and thus sabotage and scuttle our State laws. Any 
“cooperative consideration” between the Federal and State administrators would 
be quickly merged into coercion. The present threat cannot better be sum- 
marized then by the following quotation from the top American general com- 
manding the North Atlantic Treaty Organization: 

“I firmly believe those persons who urge greater and greater centralization of 
authority and greater and greater dependence upon the Federal Treasury are 
really more dangerous to our form of government than any external threat that 
can possibly be arrayed against us.” 

Many State administrators of job-insurance laws are keenly aware of the 
present threat which deserves the undivided attention of an aroused freedom- 
loving people. The grab fever of federalization advocates must be cooled and 
the State systems must be properly and immediately strengthened through better 
financing. 

The amount of tax collected from employers who are subject to State job in- 
surance laws and paid into the Federal Treasury to cover administrative costs 
of the State employment-security programs, has exceeded congressional appro- 
priations for that purpose by approximately $1.4 billion. 

The State systems of job insurance are financed by an employer payroll tax 
of 3 percent levied under the Federal Unemployment Tax Act. Payment of job 
insurance is made from the individual State trust funds derived from the por- 
tion of the unemployment tax payable under State laws, with respect to which 
the employer receives credit for 90 percent (2.7 percent) of the 3-percent Fed- 
eral tax. Administrative costs are covered by appropriations of the Federal 
Congress. Funds for this purpose are provided by payment of a portion of the 
Federal payroll tax, three-tenths of 1 percent, directly into the Federal Treasury. 

The plan for financing State systems was first suggested by President Roose- 
velt in his 1985 message to Congress when he stated: ‘The 10 percent not thus 
offset should be used to cover the cost of the Federal and State administration 
of this broad program.” Thus from the beginning it was clearly intended that 
all funds paid into the Federal Treasury by means of the three-tenths of 1 percent 
tax levy would be used for the purpose of the State job-insurance systems. 

The public employment service was originally financed by appropriations 
under the Wagner-Peyser Act. Originally the administrative cost of the job- 
insurance system was covered by appropriations under title III of the Social 
Security Act. For the past 5 years, the Labor-Federal Security Appropriations 
Acts have provided for combined grants to the States for administration of both 
State job insurance system and public employment service. 

Although Congress has continuously recognized the necessity for financing 
administrative costs of the State job insurance system and public employment 
service, the original Social Security Act provided no safeguards as to the sol- 
veney of the job insurance trust funds of the respective States. 
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It was realized by the Congress during World War II, while planning for 
reconversion, that the State trust funds might be dangerously depleted during 
the shift from war to peace-time production. As a result, the Social Security 
Act was amended by the addition of title XII. This title was commonly known 
as the George Loan Fund Act. It provided for loans without interest to State 
trust funds under specified conditions. This amendment first became effective 
in 1944. The nee.1 for such legislation was originally deemed to be temporary. 
However, the Ge rge Loan Fund Act was reenacted and remained in effect until 
January 1, 1952 

A sound job-insurance system demands that the solvency of the respective State 
trust funds be safeguarded and assured. This should be accomplished by re- 
enactment of the George Loan Fund principles with a strengthening of certain 
features and the addition of these provisions as a permanent part of the Fed- 
eral Unemployment Tax Act. At the same time, it should be provided by law 
that all funds paid into the Federal Treasury under this act will be used solely 
for purposes of the employment security program. Many of these principles are 
contained in House bill 4133 introduced by Congressman Mills of Arkansas. 

Basic principles needed to further strengthen and preserve the States systems 
are: 

(1) Earmark for the employment security program all amounts paid directly 
into the Federal Treasury under the Federal Unemployment Tax Act. 

2) Use the earmarked funds exclusively for— 

(a) Administrative costs of the employment security program, both job 
insurance and public employment service activities. 

(b) A loan fund to safeguard the solvency of State trust funds. 

(c) Temporary loans without interest to any State trust fund when its 
solvency is threatened. 

(d) Use by the States, for the purposes of the employment security pro- 
gram, amounts not otherwise allocated. 

3) Require repayment of loans made to a State trust fund by 

(a) Crediting, on request, any amounts allocated to the State from the 
excess earmarked funds in the Federal Treasury. 

(b) Reducing temporarily the Federal tax credit allowed employers in 
that State, thus increasing the amount of tax payable to the Federal 
Treasury. 

(4) Determine annually the amount of the excess of Federal collections of 
unemployment tax over congressional appropriations for the costs of employ- 
ment security administration and allocate all such excess to the respective States 
on a wage-ratio basis. 

(5) Provide for State use of the allocated excess funds only for the purposes 
of: 

(a) Costs of administration of State employment security programs not 
otherwise provided for by law. 

(b) Payment of job insurance. 

(c) Repayment of outstanding loan to the State’s trust fund. 

Enactment of these basic principles by the Congress will materially strengthen 
the present State systems of job insurance, guarantee the solvency of the re 
spective State trust funds, and provide more adequate administrative financing 
free from undesirable Federal restrictions presently maintained through purse- 
string control. This will permit States to conduct their operations more effi- 
ciently and in line with public policies and needs of the respective States. The 
application of sound business principles to the State job insurance system vitally 
concerns every employer and worker. 


Mr. Foranp. Without objection, those statements will be made a 
part of the record. 

On the question of the Moody-Dingell bill, Mr. Williamson, are vou 
familiar with a letter written by the Governor of Georgia on the sub- 
ject, addressed to Hon. David S. Burgess, under date of March 12. 
1952, and reads: 


Thank you for your letter of March 6, enclosing analysis of the Moody-Dingell 
bill. After studying your analysis of the situation, I can see nothing wrong 
with it, and will use whatever influence I can for its passage in the House and 
Senate. 

With kindest regards, I am, 

Sincerely, 


Hep aw Tat arance 
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Mr. Witi1aMson. Some of the representatives from Georgia will 
have further information about that. 

Mr. Mason. Mr. Chairman, it seems to me that the Governor of 
Michigan goes contrary to a lot of the organizations of his State in 
his statements saying that the back of the emergency is broken, and 
evidently the Governor of the State of Georgia, the great State of 
Georgia, takes the analysis that has been furnished to him by certain 
persons and on the basis of that analysis he says “I am for the bill.” 
And maybe if I made an analysis of this bill and furnished it to him, 
he might have said “I will support the bill.” 

Mr. Foranp. I do not suppose he would look with favor upon inter- 
ference from the outside. 

Mr. Mason. Probably not. 

Mr. Witu1amson. Mr. Chairman, I gather from good advice from 
inside Georgia that Congressmen are well prepared to vote on the bill, 
and my commissioner of labor, the constitutional officer, just like the 
Governor, are in agreement on this bill, and my commissioner of labor 
has been carrying every county in the State—and we have 150 coun- 
ties 

Mr. Foranp. I thought you would be interested in the letter. 

Mr. Wiutu1amson. Yes; I am. 

Mr. Mason. I think it is a very interesting letter, and I think it 
should be a part of the record. 

Mr. Foranp. Are there any questions by members of the commit- 
tee? 

If not, we thank you very much, Mr. Williamson. 

Mr. Grancer. I would just like to ask this question, Mr. Chairman: 
I gather from your testimony, Mr. Williamson, that you would be in 
favor of unemployment insurance—compensation for veterans—— 

Mr. Witz1amson. With this qualification 

Mr. Grancer. I will add this, if it was handled under the coopera- 
tive arrangement as it was the last time. 

Mr. Witt1Amson. It was a very satisfactory arrangement last time, 
Mr. Granger, very satisfactory, and there is a general opinion among 
the State Administrators that the veterans are entitled to some pro- 
tection, but they do not want the Labor Department to close the door, 
draw a bill which will let them get their nose under the tent of the 
State system and under the flag of the United States, and wave it. 
But we would be interested in seeing a bill that would help the vet- 
erans. 

Mr. Grancer. You appeared before a committee once before, as I 
remember it, did you not, and testified on the arrangement that had 
been set up? 

Mr. Witu1amson. Yes; and there is in fact in the record of that 
time a summary relating to Veterans’ Administration, prepared on 
that subject, which I think would be very helpful to the committee if 
it considers the veterans’ bill. 

Mr. Foranp. Thank you very much for your statement. 

Mr. Wiu1amson. Thank you. 

Mr. Foranp. Our next witness is Mr. Bernard E. Teets; we will be 
glad to hear you at this time, Mr. Teets. 
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STATEMENT OF BERNARD E. TEETS, MEMBER, LEGISLATIVE COM- 
MITTEE, INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY 
AGENCIES, DENVER, COLO. 


Mr. Treers. Would it be proper, Mr. Chairman, to inquire whether 
you have a letter from my Governor before I proceed ¢ 

Mr. Mason. I think it would be proper, but I do not think the 
chairman should uncover his hole cards. 

Mr. Teers. For the record, my name is Bernard E. Teets, and I am 
the executive director, Department of Employment Security, for the 
State of Colorado. 

I am appearing here also as chairman of the legislative committee, 
Interstate Conference of Employment Security Agencies. 

The testimony that has been given this committee, I understand, is 
to the effect that the Federal Government has taken certain actions, to 
wit, the Federal Government by its action has diverted steel and cer- 
tain other materials, and by that action there has resulted unemploy- 
ment throughout the country, and therefore, since the Federal Gov- 
ernment has taken that action, it should pay for it. 

Mr. Foranv. You are addressing your remarks to the Moody-Din- 
gell bill? 

Mr. Terers. Yes; my remarks are on H. R. 6174. 

I do not know of any provision in any State law that makes any 
distinction between payments of benefits to unemployed workers by 
the reason of the fact that the uneemployment results through actions 
taken by the Federal Government. 

I think it important to keep in mind that there is no action taken 
by Congress on anything that may not have major consequences, that 
may not have some resulting effect on uneemployment throughout 
these United States. I do not think it fair, in trying to analyze the 
problem, to pick out a single act. I think it fair to say that there are 
many people, at the present time, who believe that all of the actions 
of the Federal Government at the present time are creating much 
employment, much more employment than unemployment. So that 
you consider the whole action, I think, if anything, it is saving the 
States further money, rather than being a drain upon them under 
which we should say the Federal Government should step in and pay 
for the operations. 

Whenever you talk about federalizing the program it is a matter 
of degree. Reasonable men differ in their opinions, but I suggested 
to this committee that the superimposition of Federal money on a 
State program, no matter how small the amount, no matter how 
you describe it, cannot be done without effecting the federalization of 
the program. That is exactly the eflect of superimposing Federal 
money at this time. 

It is charged that State benefits at this time are not adequate. 
Again reasonable men will differ as to what is and what is not adequate. 
But for the purpose of my discussion of this problem, and getting 
this point before the committee, let us assume that there is no State 
in this country that has an adequate, maximum benefit program. I 
think it is fair to ask the question why ¢ 

Now, in the State of Colorado, where perhaps labor is not as in- 
fluential as it is in some of the larger industrial States, vou might 
kiss it off pretty lightly. But how about the large industrial States 
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where labor has real influence on any action taken? It seems to me 
that at least a part of that arises out of the fact that in this country 
we have had some chiseling on unemployment compensation. Now, 

that little bit of chiseling that has actunally developed has resulted 
in a lot of publicity from one end of this country to the other, and the 
end result is that in the mind of the average citizen, when they think 
of this program, unfortunately they think it in terms of loose pay 

ment of money. 

So that when your State legislature meets they are faced with the 
problem of not wanting to per rmit this inerease to goin. So I think, 
therefore, that the way and the only way that you are going to be 
able to get additional benefits throughout the country, whether the 
problem is presented to the Congress or to the State legislature, or 
by a conference of States, or committees that the Governors may 
set up, and that is through a course of action tying up control of the 
entire program: and as soon as that is done, in my opmion, the maxi 
mum will move up rapidly. 

I have talked with many employers that are concerned in the State 
maximum benefit program, and their concern is that there are men 
who are unemploved through no fault of their own who would be 
entitled to the benefits. 

Mr. Foranp. Have you had the experience that came to my at 
tention one time, of an employer complaining about a certain person 
receiving benefits, a person who had left her employment, telling the 
boss that she wanted to have a vacation, and when that happened | 
asked him if he had filed his report to the Administrator and he said, 
“Hell no, [ did not want to get mvself in dutch” / 

Mr. Tre - [I have not had exactly that parallel situation, Mr. 
Chairman, but I have had a lot of experience with a lot of employers 
who have difficulty, and I have been entirely familiar with the facts 
involved. I have had other people report them. It is that very 
thing that I spoke of, that too many people have too many erroneous 
ideas with regard to it. and we have to checkmate that thing, and it i- 
more important that we checkmate that now than it is to help out a 
few people now. 

M. Foranp. The point I am trying to make there is that you need 
full cooperation of the employer in order to properly administer 
your system. 

Mr. Trrvs. Yes, sir, absolutely. 

Finally, on this bill, I would like to say that it was about 5 weeks 
ago that we got certain facts and figures with regard to the situa 
tion in the State of Michigan. 

Michigan has been used as the example for the type of emple) 
ment that this bill is trying to assist. 

At that time the figures were about 172,009 unemployed. We can 
not guarantee as to whether or not that figure is correct, but we also 
heard that that figure has been reduced 50 percent. However, ther 
has been a marked decrease in unemployment in that State. 

If we use that as a gage we can reasonably assume that in another 
6 weeks there will not be any problem there, as a matter of fact I 
have found the picture throughout the country, as we are getting it 
good, and even in these spots where there has been considerable un 
employment it is being reduced very rapidly. 
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I should like now to pass on to the consideration of H. R. 4133. 

Mr. Mason. Before he passes on, Mr. Chairman, I should like to 
ask a question. 

Mr. Foranp. Mr. Mason. 

Mr. Mason. I would like to reemphasize this point that you have 
made, because I think it is a very, very important point, and that is 
over-all the picture of unemployment compensation has been handled 
quite well, but there have been instances in different States where it 
has not been handled too well. In those cases those have become hor- 
rible examples, and it is pretty much like the minister’s son doing 
something wrong, everybody makes a noise about it while in the 
case of the average boy they do not pay much attention to it. The 
newspapers have played those cases up, and the radio commentators 
have played up instance after instance of mismanagement and chis- 
eling on these funds, while the over-all picture, as anyone who is 
familiar with the situation knows, has been pretty well handled. 
We cannot stress that too much today. 

Mr. Terrs. No, sir. 

Mr. Grancer. I might say there that in my recollection here in 
the Congress most of the Members of Congress thought the whole 
thing was a chiseling outfit a few years ago. 

Mr. Trers. Congressman, that is the sort of thing we have to 
correct, and that is a basic thing. That is the most important thing 
at this time about the whole program, and it supersedes anything else 
in importance at this time. 

Passing then to the consideration of some of the points with regard 
to H. R. 4133, the interstate conference feels that the lowering of 
coverage from eight or more to one or more is long past due. 

We are talking here, and have been talking here, about a few thou- 
sand workers who are not covered, if temporarily, at the present time, 
at a time in the country when employment records are very high. 

On the other hand, Congress has taken no action with regard to 
covering 314 million workers who have never had any coverage, 
workers who are subject to the same hazards of unemployment as all 
other workers, and it seems to me that there is a field in which Congress 
can well take some action. 

Then the other provision is the earmarking of the three-tenths of 
1 percent premium so that those funds may be used for administrative 
purposes, without anything in the premium being placed in the 
reserve fund. 

Now, as I get it, the people who deal with the program, both Federal 
and State, are in rather substantial agreement on that point with 
the Mills bill. They feel that we should extend the coverage to 
employers of one or more and earmark the three-tenths of 1 percent 
and that there should not be a part of it to be used in the Treasury 
for other purposes, when it is collected for this particular purpose, 
and that a trust fund should be created. 

We are all in agreement up to that point, and at that point we differ. 

One theory is that after you have created this fund that you should 
take those moneys and give them to another State, if another State 
is in need of those funds, we will say, for the purpose of the record. 
with safeguards for their getting them. 


$7697—52 16 
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The other theory is that out of this money funds should be loaned 
to a State interest-free and should be repaid. 

That latter proposition is the proposition that the interstate con- 
ference supports. 

Now, ihe do we support that? In the first place, we have to take 
a look at the situation within any State. I assume, for example, that 
if my brother came to me, or if I went to my brother, which would 
be more apt, I suppose, and I said to him, “I am in need of funds,” 
I suppose the first thing that he would want to look at would be, 
“Well, how are you spending the money that you have?” and that 
is pretty much the situation involved in this particular problem. For 
example, we would say to the State of Rhode Island if they desired 
funds, “How are you spending the money you have got?” As we 
look at it, there are certain things which should be taken into con- 
sideration. 

In the first place, what has the State of Rhode Island done in passing 
its own eteledion to create and maintain a real, genuine employer 
interest in this program ¢ 

Mr. Foranp. The answer to that will come Friday when Mr. Bride 
testifies before the committee. 

Mr. Trers. Yes, sir. 

I am merely pointing that out because we have considered that, and 
I hope that the committee will be interested in at least giving some 
consideration to the employer interest in this program. You cannot 
yolice a program, in my opinion, after 15 years of administering this 
- lt is impossible. 

Whenever a man files a claim for unemployment compensation 
there is a question as to why he left his job. There is a question 
there. The worker knows his side of the story, and the employer 
knows the other side of the story, and in my opinion, unless you have 
some incentive for getting those two things together before you de- 
cide whether or not he shall be paid unemployment compensation 
you are bound to make errors, and they can amount to surprisingly 
large amounts of money. 

I would say in looking over this problem of whether or not we 
should take money from the State of Colorado and give it to Rhode 
Island the first question is that we have in Colorado enacted legis- 
lation to insure that employer interest. We had to go through a con- 
siderable amount of education and training in order to achieve that, 
but we would expect that the State of Rhode Island would do the 
same thing before we would be willing to give her some money. That 
is one thing. 

Next, we would want to be certain that the State of Rhode Island 
has not, of course, intentionally permitted any action which would 
allow these benefits to become a part of the wage structure, and that 
has been done in some States in varying degrees. 

We would want also to be sure that there are adequate provisions 
enacted into that Rhode Island law to prevent the paying of bene- 
fits when seasonality provisions would indicate that they should not 
be paid. Then, finally, we would also question, because in your State 
we do not think that unemployment-compensation payments should 
be made to men who are out on strike. 

Mavbe in Rhode Island they can afford to pay men unemployment- 
compensation benefits when they are on strike, but in Colorado we do 
not think so. 
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Now, it seems to me that if Rhode Island wants to take the posi- 
tion that they have done everything that can be done in order to meet 
the situation, and that their only problem is economic rather than 
administrative, that is one thing, but until we come to an agreement 
on that point it hardly seems to me to be fair or justifiable to ask the 
other States to come in and support that kind of a program. 

As has been stated here, in some States the tax rate is more than 
2.7 percent, and you are taking a part of that money and giving it 
over here to another State which has a 2.7-percent rate. 

Those are some of the things that I think should be answered be- 
fore you even consider the problem of whether or not Rhode Island 
needs this money. 

It should be kept in mind also at the present time that Rhode 
Island is not quite as broke as some people have indicated. They may 
or may not go broke, but at the present time they have twenty-two 
million-and-some-odd-thousand dollars, so it is not a proposition of 
going broke tomorrow or next month, or even next year. It is some- 
thing that should be considered, but it is not anything, in my opinion, 
which deserves the Congress of the United States stepping in to set 
up a give-away program at this time. 

Now, passing that point to a consideration of what would happen 
to the rest of the money, the money used for administrative pur- 
poses, at the present time the budget is made up in the State, all of the 
States submit their budget to the regional oflice, and they submit it 
to the Federal Bureau, and the Federal Bureau goes over it, and they 
pass it on to the Bureau of the Budget, and then it is sent to the Ap- 
propriations Committee and to the Congress, and the Congress takes 
action. 

I will just come to the conclusion that I think for many reasons 
that is a good procedure. That same procedure would be followed 
here. ‘The Mills bill does not change that procedure. 

The Mills bill steps in and says that after you have gone through 
that procedure, there may be some money left over, and the ques- 
tion then arises as to what do we do with that. 

There have been many reasons given here as to why you should do 
one thing or another, but I think the real reason for this difference of 
opinion lies in this fact that you take that comparatively small amount 
of money and give it to the Federal Government, and they maintain 
their full purse-string controls over the States that they have at the 
present time, but you are permitted to divert even that small amount 
of money and put it back to the States. 

Now, it has been implied that when it gets back to the States it is 
— frittered away, but I have had no such experience with State 
egislatures that money is frittered away. It is pretty hard to get 
money out of them, just as it is to get it out of Congress, but if you 
take money and give it to the State legislatures, if the legislatures in 
considering that think that the States have some worth-while purpose 
for spending the money that the Federal Government would not grant 
the money for, or if the Federal Government would have granted it 
if we had it under the other procedure, then you have the question of 
how is this money to be spent. It is going to be subject to close scrutiny 
on the part of employers, the workers, and the legislature back home, 
but it would give the States a little leeway there, and that is why this 
issue becomes so large in the minds of the Federal people, in my 





234 UNEMPLOYMENT INSURANCE 


opinion, and so large in the minds of the State people, because it gives 
us a little freedom of action, or the possibility of freedom of action. 
When you get that in sight, of course, you are anxious to get it. It all 
simmers down to just exactly that kind of an issue. 

Then, of course, I think it is only practical to expect that, by and 
large, those moneys which get back into the State legislatures will be 
placed, for the moot part, in the benefit accounts and be spent to pay 
for benefit purposes. 

Mr. Foranp. .\nd the decision would be made by your legislature ? 

Mr. Trers. Yes, sir: that is correct. 

I think, Mr. Chairman, that that covers the thing pretty hastily. I 
know that you are pressed for time. 

There are many of these matters that I could talk to the committee 
an hour on or all day, but I will not impose on your time. 

Thank you very much on behalf of the conference, and 1 want to 
thank you personally for being able to appear before vou. 

If there are any questions I shall be glad to answer them. 

Mr. Foranp. We are certainly glad that vou did come to give your 
testimony, Mr. Teets. I also want to thank you for cooperating with 
us relative to the time limitations with which we are confronted, 

Do you have any questions, Mr. Granger ¢ 

Mr. Grancer. No. 

Mr. Foranp. Do you have any questions, Mr. Mason ¢ 

Mr. Mason. No: I have no questions. Mr. Chairman. 

Mr. Foranp. Thank you very much. 

Is Mr. Curtis Harding here / 

Mr. Harpina. Yes, sir: right here. 

Mr. Foranp. Will you come forward, please, and give your name 
and the capacity in which you appear for the purpose of the record / 


STATEMENT OF CURTIS P. HARDING, ADMINISTRATOR, UTAH 
DEPARTMENT OF EMPLOYMENT SECURITY 


Mr. Harvine. My name is Curtis P. Harding, administrater. De- 
partment of Employment Security for the State of Utah. 

I am going to be exceedingly brief. 1 just want to exercise some of 
our western individuality. I coneur in detail with the presentations 
which have been made by the two members representing the interstate 
conference, the State of Utah being a member of that conference. 

I would like, with your permission, to have this paper incorporated 
in hearing. 

Mr. Foranp. Without objection it may be included. 

Mr. Harvrnea. I will read one paragraph of it. This paragraph 
covers the position of the State of Utah with reference to not only 
H. R. 4133, but H. R. 6954. In other words, we agree with what has 
been said, and this is in addition to that, which is merely a confir 
mation: ; 

“We, in Utah, believe that a spending authority should not be 
created nor allowed to exist except that it is coexistent with the fund 
producing responsibility. We are opposed to that which violates the 
integrity of our present balanced operation. We want to maintai: 
our prerogatives in meeting our problems in Utah, even though sony 
day the cost to us should exceed the arbitrary figure we hear so mucl 
about, namely, 2.7 percent.” 
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(The statement submitted by Mr. Harding is as follows:) 


STATEMENT RY CurRTIS P. HarpING, ADMINISTRATOR, UTAH DEPARTMENT OF 
EMPLOYMENT SECURITY 


First of all, I think it important that I make it clear what I mean when I 
use the term “we.” I have discussed the problem of financing the cost of benefits 
with my associates in the field of unemployment insurance, with labor leaders, 
and with employer representatives, namely, the Salt Lake City Chamber of 
Commerce. 

So far as the position of labor representatives is concerned, I am advised that 
policy is not made at the State level on issues such as this, but that their position 
would be as expressed by national headquarters. 

Business, on the other hand, can and has taken a position relative to the 
problems being discussed here today. They favor the provisions of H. R. 4133. 

We, in Utah, believe that a spending authority should not be a created nor 
allowed to exist except that it is coexistent with the fund-producing responsibility. 
We are opposed to that which violates the integrity of our present balanced 
operation. We want to maintain our prerogative in meeting our problems in 
Utah, even though some day the cost to us should exceed the arbitrary figure 
we hear so much about, namely, 2.7 percent. 

We recognize that State boundaries as we now find them may have come about 
by accident ; nevertheless, being practical-minded people, we also recognize that 
within these boundaries we tind duly constituted sovereign authority. We also 
tind within these boundaries State unemployment-insurance laws and adminis- 
trations created to meet the problems of unemployment insurance which occur 
within these boundaries. We know that costs are going to be different State by 
State—differences being caused by differences in State economic patterns, differ- 
ences in geography, differences in industrial make-up, differences in administra- 
tion, and, last but not least, differences resulting from the political prerogative 
exercised by the voting public of the State. 

We feel that we are not only in a better position to know our own problems, 
but also feel a better solution will be reached if it has local origin. 

Now, if I may inject my own suggestion as to what labor in Utah may 
not want to lose, might I term it as its “bargaining power”? At the present 
time we sit together—labor, management, and Government—and work out 
through the process of bargaining, exchange of ideas, or what have you, an 
acceptable benefit formula and revenue-raising formula. Labor representatives 
have been very much concerning in seeing that tax rates are sufficient to 
keep our State solvent. We have adopted a formula which each year self- 
adjusts itself to needs; for example, even though last year we collected more 
than we paid out, about a third more, and, as a result, even though our 
reserve has gone from $30,000,000 to $33,000,000, yet this year the contribu- 
tion rates of all employers were increased. Why? Because our potential 
liability in the last year has increased more rapidly than has our reserve fund. 
We have to catch up. 

Now just suppose that employers knew that if the State became insolvent 
the Federal Treasury would grant, outright, funds needed to pay benefits. 
How far do you think we would get in our process of bargaining rates? Where 
would labor leaders be? In effect the rug would have been jerked. 

One human characteristic that we believe to be paramount is that of selfish- 
ness. Any individual or group of individuals if given an opportunity will 
advance their own selfish interests. 

This we believe to be a double-edged sword—because we also forsee (if 
the fund-spending authority is not coexistent with the fund-raising responsi- 
bility) the beginning of the end of unemployment insurance as such. We 
firmly believe that someplace, sometime, if the State does not have to foot 
the bill benefits will become so liberal as to constitute a serious drain on 
the sources as suggested by the bills under discussion. And, once one State 
goes off the deep end, pressure will mount for others to follow suit, and spend- 
ing authorities thus cut loose could outspend revenue-producing systems as now 
suggested. Of course the day of reckoning would have to come. We would 
have to reunite the spending and revenue-raising authority, either at the State 
level or at the Federal level. By then we would have lost that which we 
wish to retain, namely, the integrity of our State system. 

In conclusion, then, may I state that as individuals we have inherited some 
of the ideas of our pioneer forefathers. We have learned to live within our 
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family resources as we find them. As a group constituting a State, we want 
realistically to face—and deal with the hard, cold facts as they exist—and solve 
our problems judiciously and completely. We hope not, but someday we may 
have to be bailed out, and, if so, we hope that a bailor exists—but we want to 


pay it back. 

Mr. Harpine. With that I thank you very much, Mr. Chairman and 
gentlemen of the committee. 

Mr. Foranp. Thank you. Are there any questions? 

The next listed witness is Mr. Tom Downs. Is Mr. Downs here? 

Mr. Downs. Yes, sir. 

Mr. Foranp. Will you please give your name and identify your- 
self for the record? 


STATEMENT OF TOM DOWNS, MICHIGAN EMPLOYMENT SECURITY 
COMMISSION, DETROIT, MICH. 


Mr. Downs. Mr. Chairman, and members of the committee, I am 
Tom Downs, a member of the Michigan Employment Security Com- 
misison. 

Our commission is a four-man commission, which represents both 
labor and management and is also bipartisan as to political affiliation. 
Iam a labor member affiliated with the CLO, and am a Democrat. 

I have prepared some charts, and I thought that the most helpful 
approach to the committee would be if I would present these infor. 
mally, and if you had any questions I would certainly be glad to 
answer them either when I present them or afterwards. 


I have some copies photostated and have given the clerk a copy 
as well as the members of the committee, and with your permission 
I would ask that that be read into the record. 

Mr. Foranp. Without objection it may be included. 

(The matter referred to is as follows:) 


{From Detroit News, February 21, 1952] 


City, Srate ANGERED BY JOBLESS CH\RGES—Deny THAT IpLENESS Is NorMAL— 
BoaRpD OF COMMERCE FIGURES CHALLENGED 


(By Asher Lauren) 


Trapped in a cross fire of contradictions, Detroit's jobless issue today mush- 
roomed into controversies ranging from Capitol Hill in Washington to Lansing 
and back to the city hall. 

The meat of the arguments involved this question: 

What is “normal employment” in the Detroit area? 

In Washington, Senator Moody and Representative Dingell, of Detroit, spon 
sors of a bill to provide supplementary Federal jobless pay benefits, turned over 
the answer given by Willis H. Hall, secretary of the Detroit Board of Commerce, 
that Detroit’s present unemployment is “normal.” 


PLOT SCENTED 


In Lansing, political allies of Governor Williams scented in Hall’s statement 
a “plot” to kill off any further moves by the State legislature to increase State 
jobless benefits to the unemployed or extend the present 20-week maximum. 

Hall himself said in Washington that Michigan jobless benefits are the highest 
in the country. 

Top Detroit labor union leaders like Frank X. Martel, president of the Detroit 
and Wayne County Federation of Labor (AFL), and Walter P. Reuther, UAW- 
CIO president, seethed. 

And Mayor Cobo said he was “puzzled” by Hall's assertions. 

“I cannot understand his position,’ Cobo said. 
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CALLED “NORMAL” 


Hall told the Senate Finance Committee Wednesday that the Detroit area has 
no unusual unemployment problem and that its 104,000 idle workers is “normal.” 

This came on the heels of a 6-month campaign by automobile manufacturers, 
State officials, and union officials to convince the Federal Government that the 
Detroit area is suffering from a lack of materials to build cars and from a lack 
of defense contracts. 

“Authorities on the subject have informed me that normal unemployment in 
Detroit is 30,000," Cobo said. “That is widely apart from figures Hall used in 
Washington.” 

In a resolution adopted Tuesday by the city council, urging the State legis- 
lature to increase State jobless pay benefits and also the 20-week maximum, 
the number of jobless in the Detroit area, estimated in the resolution at 110,000, 
was described as 100 percent more than normal. 

The council resolution was introduced by Councilman Edward Connor, re- 
garded as a spokesman for the labor unions. 

Among the witnesses called by the Senate committee is Reuther. He will seek 
to refute Hall's contention Friday, union spokesmen said. 

It was recalled at the city hall today that when Cobo sent telegrams last 
June 30 to President Truman, Defense Mobilizer Charles E. Wilson and other 
officials, appealing for more defense contracts, the mayor did so at the urging, 
among others, of Hall and the Board of Commissioners. 

“If the administration saw fit to cut down on the large amount of copper 
being shipped abroad and sent a larger amount to Michigan, thousands of men 
would soon be back at work,” Cooper told the Senators. 

There was no comment from General Motors Corp. or the Ford Motor Co., 
where spokesmen said top officials were out of the city. 

The testimony of Hall and Cooper concerning “normal unemployment” drew 
the fire of Senator Moody, who with Representative Dingell, of Detroit, spon- 
sored the Federal bill. 

Likewise, it aroused the wrath of city councilmen, Detroit labor leaders, and 
others. 

“There are 107,000 or more unemployed workers in Detroit today out of a 
total estimated labor force of 1,446,000,” Walter P. Reuther, UAW-CIO presi- 
dent said. 

“No amount of slick figure juggling can alter that fact. 

“Using Hall's own figures, is it normal for 1 worker to be walking the sireets 
for each 13 employed workers? 

“Is it normal for 45,000 Michigan workers te have exhausted their pitifully 
inadequate unemployment compensation benefits?” 


{From Detroit News, February 21, 1952] 
Doctors DISAGREE 


It would appear there is pressing need for those undertaking to speak for 
Detroit on the defense-unemployment problem to reach some common under- 
standing on what the problem is. Willis H. Hall, of the board of commerce, 
testifying yesterday before the Senate Finance Committee on the plan for Fed- 
eral relief of the defense-unemployed, said the problem was a figment of some- 
one’s imagination. Detroit unemployment, he asserted, which at last accounts 
stood at 105,000, is no more than normal, if allowance is made for that part 
of it attributable to model changeovers in the auto plants. 

Normal unemployment, he argued, could be taken as that of January 1950— 
before the outbreak of the Korean hostilities—when 88,000 were jobless. Since 
that time, he said, at least 100,000 floaters have come to the city in search of 
defense jobs, these now constituting the bulk of the defense unemployed. The 
substance of his presentation was that special Federal relief, so far as Detroit is 
concerned, at least, is unnecessary. 

But how shall we square this conclusion with pleas made to the Defense 
Production Authority by industry executives for larger allotments of scarce 
metal with which to maintain auto production? These pleas have been couched 
in terms of a need to maintain employment, which has been claimed to suffer 
the loss of 26,000 jobs with every 100,000-car cut in output. 
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{From Detroit News, February 23, 1952] 


THE NORMALITY OF UNEMPLOYMENT 


Nobody should quarrel with the contention of witnesses from the Detroit 
Board of Commerce and the Michigan Manufacturers Association that a certain 
amount of unemployment is normal, whether in the Detroit district or anywhere 
in the United States. The question is rather whether there are not at this 
time large numbers of persons who are normally employed but who now, because 
of changing industrial conditions, are without jobs and without much hope of 
obtaining jobs within a definitely predictable future. 

The obvious answer is, Yes, there are such persons; factory layoff figures are 
conclusive on that point. No amount of figures about normality and abnormality 
can contradict the facts. Indeed, it seems strange to the commentator that any 
representative of employers would adopt such a line of argument. Is it not 
obviously to their adyantage to keep a potential working force in this area, 
biding the time when either the motor manfacturers and their subcontractors 
are granted necessary materials for increased output, or defense contracts 
cause more employment? 

There is no stronger argument against the capitalistic system than the one 
which demands a large floating unemployment at the foundation for its suc- 
cessful working. It provides Communists and Socialists with their heaviest 
ammunition. Moreover, it has but the slightest application to the Moody-Dingell 
measure, which aims to provide for a condition of well-established emergency 
confirmed by State governors and the Department of Labor. 

Emergency areas have been recognized by the Government ere now; it was 
not long ago that Muskegon and several other areas were so recognized and 
treated. 

In fact, there is nothing new in the underlying principle. 


{From Detroit News, February 24, 1952] 
CHRYSLER Fears FoR More Jops—Dentes EMPLOYMENT IS NoW AT NORMAL 
(By Asher Lauren) 


Its work force cut 25 percent below a year ago, Chrysler Corp. today called 
Detroit's jobless problem a serious matter. 

Moreover, Chrysler warned of more lay-offs in the April-June quarter if auto- 
mobile production is cut back further under Government quotas. 

The Chrysler statement added new fuel to controversies on whether the present 
estimated 105,000 jobless in the Detroit area is normal. 

The arguments developed from the testimony of Willis H. Hall, secretary of 
the Detroit Board of Commerce, and Frank E. Cooper, counsel for the Michigan 
Mannfacturers Association, before the Senate Finance Committee in hearings on 
the Moody-Dingell bill. 

WHAT BILL WOULD DO 


The Moody-Dingell bill proposes supplementary Federal benefits to those laid 
off because of the defense program, in addition to State unemployment benefits. 

Both Hall and Cooper contended the bill is not needed, insisting that unem- 
ployment in the Detroit area and the State is normal, compared with the total 
idle in peacetime years preceding the Korean war. 

“We regard the unemployment situation in Detroit as a serious matter,” 
Chrysler said. 

“In early 1951, Chrysler employment in Detroit rose from 98,800 on January 1 
to 106,000 by the first week in March and 108,000 by April 1.” 


NOW DOWN 25 PERCENT 


“It stayed above 90,000 until late September 1951, when Government curtail- 
ment was intensified. 

“This year, 1952, with defense work, Chrysler plants in Detroit have em- 
ployment around 80,000. This is nearly 20,000, or 25 percent below the compara- 
ble period a year ago. 
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“Employment is due to remain at about this level until the end of March, after 
which, if present Government orders for cut-backs stand, our Detroit employment 
will be affected downward, making a further spread from our April 1951 level.” 

Chrysler said employees of companies which supply parts also would be 
involved. 

In his testimony before the Senate committee, Cooper said lack of materials 
is the prime cause of unemployment in Detroit and the State. 

The board at the time was quoted as saying that Detroit faced a critical situa- 
tion, with an expected 90,000 jobless by last December. 


HALL ASSAILED 


Martel ripped Hall for destroying the good work that has been done. 


[From Detroit News, February 22, 1952] 
Wauat Is NorMAL UNEMPLOYMENT? 


The controversy set off by the Board of Commerce statement that Detroit 
unemployment is only normal brings into question, first, what is meant by 
“normal” in this connection. 

Willis H. Hall, of the Board of Commerce, who spoke at a Washington hearing 
against the proposed emergency relief for Detroit’s defense unemployed picked 
the figure for January 1950, as normal for unemployment in this city. This was 
the basis of his contention that such unemployment as now exists here is not in 
fact attributable to defense. 

On that date in 1950, national unemployment was 4.9 percent of the national 
labor force. In Detroit, the 88,000 even then listed by State authorities as 
= were 6.5 percent of the local labor force. Was this, nevertheless, 
normal? 

There is such a thing as normal unemployment, of course. The demand for 
labor never reaches such a peak that some are not temporarily unemployed, 
youngsters seeking their first jobs, workers changing jobs, and so on. According 
to national estimates this normal unemployment seldom in peacetime has been 
— 4 percent of the total labor force, or the total of those working or seeking 
work. 

By January 1952, national unemployment was reported to be under 3 percent. 
Detroit unemployment in that month had become 107,000 or 7.5 percent of all 
workers. 

To Mr. Hall, this last figure is still normal for Detroit. It is normal, he said, 
because the local labor force meanwhile has increased by 51,000, a growth due 
in part to transients attracted here in hope of defense jobs or by a post-Korean 
boom in auto manufacture. Some of the transients have gone home; the rest, 
although jobless, are in Mr. Hall’s estimation not to be regarded as among 
Detroit’s unemployed. 

Which brings us to the second point of controversy. What is a transient— 
considering that the great majority of present-day Detroiters once might have 
been so styled? When does a transient become a resident? It suffices perhaps 
to point out that, for purposes of unemployment insurance, the sole test would 
be whether he had worked a certain number of days in Detroit during three- 
quarters of the preceding 12 months. 

By that test, most of those recently laid off from Detroit auto plants or due 
to be laid off in coming months presumably are Detroiters for all practical 
purposes. And since the need for Federal supplementation of unemployment 
insurance is the subject under debate, it would seem that Mr. Hall’s definition 
of normal unemployment is, whatever its accuracy, beside the point. 

Certainly it remains hard to square with the claim forcefully pressed at Wash- 
ington that Detroit industry must be allotted more scarce metals—to relieve our 
abnormal unemployment. 
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The Detroit Story : Thousands of unemployed workers fight to shovel snow. 
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The Detroit Story : Thousands of unemployed workers fight to shovel snow. 
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EXPLANATION OF CHARTS 


Herewith are produced four charts which show the payments made to veterans 
under the Servicemen’s Readjustment Act. They demonstrate that such allow- 
ances were paid to veterans who were unemployed through no fault of their own. 
They prove that derogatory phrases such as the 52-20 Club had no basis in fact, 
and that veterans used these allowances as they were intended. 

First chart.—Servicemen’s Readjustment Act records disclose that 8,900,500 
World War II veterans applied for servicemen’s readjustment allowances in the 
5 years the program operated. <A total of 780,500 never received a payment, 
leaving 8,120,000 veterans who received at least one check, Of this number, 
4,000,000 received 15 weeks or less of benefits, an additional 2,000,000 drew up 
to 30 weeks, and the remaining 2,000,000 drew between 30 and 52 weeks. Only 
857,000 claimants drew the entire 52-week allotment, and only 202,000 of these 
drew in one continuous period. 

The chart also shows a contrast between continuous claims, and claims which 
started, stopped, and began again. These intermittent claims were presumably 
broken by employment. This is an important distinction, as the period between 
September 1944, when the program became operative, and August 1949, when 
most GI entitlements ceased, was characterized by ups and downs in employ- 
ment. Of the less than 10 percent who drew the maximum figure, we find that 
only one-fourth of these were for 52 consecutive weeks, while the remainder 
were broken by intervening employment. 

Going back to claimants who drew 30 weeks of benefits, we find that approxi- 
mately 800,000 claims showed consecutive payments. The balance or 1,200,000 
received nonconsecutive payments, Even at the level of those who received only 
10 weeks of benefits we find that only 4,000,000 got the checks in unbroken series, 
while an additional million worked between payments. 

Chart 2.—This chart shows similar information, with a more detailed break- 
down of the precise number of weeks drawn under SRA benefits. It also shows 
the number of recipients who drew in one uninterrupted period, by weeks drawn. 

Chart 38.—This chart shows the total time elapsed between the filing the first 
SRA claim, and the final claim for applicants by the number of weeks paid. It 
may be noted that those cases where only a limited amount of payment was made 
showed the greater percentage of applicants receiving all their benefits in a 12- 
month period. It is interesting to note that of the 857,000 claimants who re- 
ceived the full allotment of 52 weeks, almost half, 407,000, took longer than 
25 months to get the money. 

Chart 4.—This chart shows the claim load for SRA benefits. It will be noted 
that the greatest payment was during the period after VJ-day, when reconversion 
unemployment was at its height. The 1947 period of employment decline also 
shows heavy payments, with the peak coming at the end of 1947 and the begin- 
ning of 1948. There was a similar peak at the end of 1948. 
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Mr. Downs. I think first it is well to go intaa review of what the 
problem of unemployment is. Naturally, Lam going to put emphasis 
on Michigan, but in doing that I will touch on the national picture 
as well. 

This red line [indicating] shows the unemployment in the Detroit 
area. 

The Detroit area consists of three counties surrounding that large 
industrial metropolitan area. You will notice here that on the whole 
unemployment increased severely to 120,000 just before the turn of 
the year, and then we have had a drop, and we hope that there will 
be a future drop. 

These figures are estimates that are taken by our agency from the 
various employers on a sampling basis. 

The black lime here | indicating! shows the tote] number of unem- 
ployed in the United States. This figure back here is 2,500,000 but 
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you will notice something that is very unusual. Traditionally the 
auto industry has its employment magnified by that of the national 
picture. 

In other words, when times are good nationally they are better 
in Detroit. When times are bad n: ationally they are worse in the 
auto capital. 

Here you will notice a surprising thing where the lines cross, we 
have had an improvement in our national employment picture and 
a worsening condition in the Detroit area. 

That sharpens up what L[ think is a very significant point and that 
is that we now have not a condition of a mild general depression, but 
we have what I would call islands of unemployment in seas of high 
employment, and I think some of the gentlemen asked questions about 
that earlier today. 

We have an unusual situation where we have lay-offs in some indus- 
tries that have had formerly stable employment. On the other hand, 
we have had a work picture which was improving. 

In studying unemployment we have got to realize that there are 
different aspects, as in Detroit. The best test of the hard core, 
dangerous unemployment is to see what the exhaustion rates are, 
that is, people who have used up their unemployment compensation. 

Mr. Mason. Before you leave that chart the unemployment in 
Detroit has gone down since the Ist of January and is still going down, 

Mr. Downs. The unemployment dropped from about. 120,000 to 
100,000 in February, and we hope that it will continue to drop. 

Mr. Mason. The latest reports from there indicate that it is con- 
tinuing to drop. 

Mr. Downs. We have had estimates come in. ‘Those have not been 
finally compiled for this month. 

Mr. Mason. If it drops much more it is going to be down to the 

national level, according to your chart. 

Mr. Downs. These ch: arts, I might say, are worked on two different 
sections. The red line [indicating] is Detroit and the black line 
| indicating] is national. 

Mr. Mason. Yes; I understand that. 

Mr. Downs. Now, this next chart I would like to put up in con- 
trast is the chart of those who have exhausted their benefits, and you 
wil] notice that here is Detroit here, where there has been a substantial 
and continuing increase, and on the State level there has been an even 
greater increase. . 

Now, there are reasons for that. One of them is that there is, 
naturally, a lag between 9 man being unemployed and a man exhaust- 
ing his benefits, so that even though there is room for slight optimism 
in the pie ture I did want to call your attention to the fact that this 
hard on of those who have used up their compensation has been on 
the increase, and if unemployment increases, presumably these figures 
would, in time, reflect that. 

Mr. Mason. Your legislature was to have before it today a bill 
which would provide for an extension from 20 to 26 weeks. “Do you 
know whether they have acted upon that or not? 

Mr. Downs. No, sir: I do Aes I called just before T left. How- 
ever, I hope that you ‘have not been led to believe that that would 
make a substantial improvement. There are several gimmicks in 
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that bill. First, it is a contemplated extension for a year’s period, 
and secondly it is not even that. 

Mr. Mason. It would give six more weeks’ benefit to these who have 
already exhausted their compensation. 

Mr. Downs. No, sir; not to all of these because the base period 
which is used for computing that was cut down to 9 months, so that 
some of those who have exhausted their compensation would come 
under this if it were passed, but not all of those would get the full 
6 weeks. 

Mr. Mason. That is, one who had been working 9 months would 
not get the full 6 weeks? 

Mr. Downs. This benefit year had been started in this 9-month 
period. I appeared before the Michigan Legislature and requested 
them to make improvements in the act, but unfortunately we do not 
always see eye to eye. 

Mr. Mason. That is right. 

Mr. Downs. But I do want to point out that the 6-week extension 

rovision has not yet passed. In fact, you may be interested in the 
Senate hearing before the Senate Finance Committee. When Senator 
Taft talked about State responsibility, Senator Moody asked him to 
go up to our capitol and talk to the members possibly to see if he 
could convince them to strengthen the law. 

Are there any further questions on this chart? 

Mr. Mason. No. 

Mr. Downs. I had stated that exhaustion of compensation benefits 
is the hard core of the problem. 

This chart we could spend hours on, and I know your committee 
does not want to take that much time. 

Mr. Mason. We have it here in our book. 

Mr. Downs. Here is a picture of national unemployment, and here 
is a picture of the Detroit area unemployment. 

You will notice these lines wave. The one point I wish to empha- 
size, Mr. Chairman, is that this is a graph of unemployment, it is 
not a graph of laziness, it is not a chart of chiseling people here who 
were unemployed and did not suddenly get ambitious to get a job. 

The waves in that line [indicating] are the result of economic 
conditions that are basically beyond the control of the individual. 

I know that is something that we realize when we think about it, 
but I think every often in our discussions we tend to overlook the fact 
that in American society the individual unfortunately has very little 
control over his immediate employment opportunities. 

This is in the folder. If you have any questions I shall be glad to 
answer them. 

The question always comes up: “Are statistics clarifying”; and 
there has been some discussion as to whether or not the unemployment 
was a major problem in the Detroit area. I have here clippings from 
the Detroit News of February 21. This was in response to certain 
testimony here that unemployment was not serious in the Detroit area. 
The headline, you will see, states: “City, State angered by jobless 
charges,” and “Deny that idleness is normal—Board of commerce fig- 
ures challenged.” 

Here is another one: “Chrysler fears for more jobs—Denies employ- 
ment is now at normal,” and various others. 
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One editorial concludes and says: “It remains hard to square with 
the claim forcefully pressed at Washington that Detroit industry must 
be allotted more scarce metals—to relieve our abnormal unem- 
ployment.” 

Mr. Mason. What are the dates of those news items? 

Mr. Downs. The date of this paper is February 22, 1952. 

Mr. Mason. February 22, 1952? 

Mr. Downs. Yes, sir. 

Here is a picture from Newsweek of January 7, referring to a situa- 
tion, I believe, in December when thousands of Detroit workers fought 
to get snow-shoveling jobs. 

Mr. Mason. You do know, however, that because of the awards of 
a considerable number of war contracts in the last 6 weeks that the 
situation has improved in Detroit ? 

Mr. Downs. Congressman, as I have pointed out from the first chart 
there, fortunately unemployment is not at the figure it was in 
December. 

The exhaustion rate, as pointed out, has continued to increase, but I 
do wish that those who are maligning the characters of our American 
citizens would take in mind the fact that thousands of unemployed 
workers tried to get snow-shoveling jobs, and I think that meets any 
State’s requirement as to seeking work: 

Now, the question always comes up as to whether or not the benefits 
are adequate, and I think, Mr. Chairman, with your permission, we 
can demonstrate this both in relation to cost of living and percentage 
of wages. 

This black line [indicating] shows what has happened to the con- 
sumer price index of 1939 on the basis of 100, climbing here to about 
180 or 190, 

Mr. Mason. May I interrupt there just a moment? You are not 
discussing whether the benefits are ample or as much as they should 
be to take care of the increased cost of living. Of course, that is a 
problem for the States, because they are the ones that will. through 
their legislation, regulate the amount that will be paid in the States, 
and none of the bills before us have for their purpose increasing the 
average unemployment benefits in the States—— 

Mr. Downs. After I have presented these charts T wish to point 
out how the Moody-Dingell bill would affect the maximum payments 
of the State. 

Mr. Mason. Oh, yes, if the Federal Government would give them 
increased funds then, naturally, they could, and probably would, 
increase their benefits. 

Mr. Downs. But the point I wished to make, Congressman, was that 
in Michigan the maximum primary benefit had not kept up since 1939 
with the increased cost of living. 

Mr. Mason. Which is the fault of your legislature and the responsi- 
bility of the legislature. 

Mr. Downs. I have repeatedly asked the Michigan Legislature to 
improve the act. I would appreciate it if you would communicate 
with them or if any of the Members of Congress would. 

Mr. Mason. Once upon a time IT talked to a general session of the 
Michigan Legislature on taxes, and I got them,to make some improve- 
ments in their tax system. That was a long time ago. 
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Mr. Downs. Maybe you can come in and make a talk about un- 
employment compensation and make a little progress there. 

This chart [indicating] shows the same thing in a different way, 
showing $16 a week in 1939 and its present purchasing power rate, 
showing its decline. It tells the same story in a little different way. 

These next two, Mr. Chairman, compare unemployment compensa- 
tion benefits to average weekly earnings. 

This black line [indicating] the wavy one being average weekly 
earnings, and the straight black line here [indicating | being the maxi- 
mum primary benefit. 

These dotted lines [indicating] show where Michigan added a de- 
pendent allowance of $2 a dependent, and that even with that we have 
not kept pace with the increase in average weekly earnings. 

This other chart [indicating] shows the same thing in a different 
manner, showing what the primary benefit rate was as the percentage 
of average weekly wages. 

In 1939 the unemployed single worker could get well over 50 percent 
of average weekly wages in compensation. At the present time, the 
figure as of September 1951 shows that he would get approximately 
one-third of his average weekly wages. 

In other words, on the basis of an average weekly wage in Michigan 
the primary benefit rate has not kept up with the improvements in the 
weekly wage rate. 

Now, the question always comes up as to what you do about this. 
I think that in approaching this problem we must recognize that there 
isan immediate problem as well as a long-range one. 

And while I think it is of value to use an average figure, I am re- 
minded of the story of the man who could not swim very well and 
tried to wade across the river that had an average depth of 2 feet. 
You know the rest of the story and what happened to him. To tell 
the people who are unemployed or to take a chart and tell them the 
depth is only so much, and we hope you will be able to wade across, 
has about the same result. 

To tell them that the situation is better than it was 3 months ago 
does not feed them, the workers or the families in the communities 
who are dependent upon them. 

So I do hope that we will consider the personal, human aspects of it. 

Certainly there is no one factor which explains all of ‘he unemploy- 
ment of the United States. I do not think it could be questioned that 
the Federal Government's program has had a dual effect as the result 
of Korea, which is largely the result of the mechanizations of Joe 
Stalin. In some places employment has increased, and in other places 
they have been faced with higher unemployment. 

The Moody-Dingell bill recognizes there is a Federal responsibility 
for those islands of unemployment, and TI would like to show you our 
relation, in Michigan, to this problem, and what this does to us, by 
referring to this chart. 

This part of the chart shows what happens to workers with no de- 
pendents, the dark line represents the wages. Here you have $30 up 
to $50, on up to $90 a week. The black line shows what he gets under 
the present State system. The red line shows what the supplement 
is under the Moody bill. 

The yellow line shows the State compensation wage laws, and this 
next chart shows the condition in Michigan for the worker who has 
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two dependents, the black line being the State compensation, and the 
red line being what is supplemented from the Federal payments, and 
the yellow line the uncompensated wage loss. 

If you will note next, I think you will be interested in the green 
line, because the green line, which is at the top, and represents the 
costs which go into rendering the service, the maintenance of the man 
and his wife and two children. 

We had a study made by the United States Department of Labor, 
and that has been brought down to date for Michigan conditions. So 
that even with the supplementation under the Moody-Dingell bill, on 
top of the State system, there is not only a wage loss, but we are below 
what it is going to cost to render the service for a man and his family. 

This last section of the chart is a similar statement for the man with 
four dependents. 

If there are any questions on this, I would be glad to answer them. 

Now, the point comes up as to the cost of the Moody-Dingell bill. 
I think a lot of people, and even reasonable men, will say we ought 
to do certain things for the veterans. 

Now, on this other point, before I forget it: The Moody-Dingell 
bill, I think, was amended, or an amendment was proposed in the 
Senate by Senator Moody, to provide that the duration of the benefits 
would be extended 50 percent. 

Mr. Chairman, I am not sure that the amendment has been proposed 
to this committee, and if it has not, I certainly would recommend it. 

Mr. Mason. As was explained, it would increase the benefits by 50 
vercent, supplement the amount, and also increase the length of time 
- oO percent. 

Mr. Downs. Then I am sure I do not need to spend more time on 
that. I am glad that the Congressmen have had that information. 

Mr. Foranp. Yes. 

Mr. Downs. Now, the question has been asked, what cloes it cost? 
To the extent that the States system is inadequate, as to benefits, the 
cost is greater. To the extent that the States have fulfilled their re- 
sponsibility for adequate benefits, the cost would be less, as far as 
increasing the benefit rates. 

Now you can get into many questions as to how long the compensa- 
tion benefits should last. I am one of those—— 

Mr. Mason. May I interrupt you for a question ¢ 

Mr. Downs. Yes. 

Mr. Mason. Why is it that the State of Michigan, an industrial 
State, has only a 20-week unemployment period while a great many 
of the States that are not so industrialized have, say, 26? 

Mr. Downs. Mr. Mason, if you will just bear with me for about 5 
minutes, I have an explanation which I think I can give you. 

Mr. Mason. Very weil. 

Mr. Downs. I will take a few minutes, but you have put your finger 
on the very key to the problem. 

Mr. Mason. That is something that I have not been informed on. 

Mr. Downs. With your permission I would like to come back to 
that. 

Mr. Mason. Yes. 

Mr. Downs. To the extent that factories are going without a man 
getting another job, is a national responsibility. Now, to the extent 
that we can handle that is a question of degree. If we fail to do our 
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job in providing employment opportunities, the costs will increase. 
And at this point, Mr. Chairman, I am not particularly interested in 
whether the maladjustments in our economy is the result of actions of 
the Federal Government or the State government, or business, or any 
other group, but what I am concerned about is the hardships resulting 
from these maladjustments, and the fact that they fall on those least 
able to afford them, the unemployed worker and his family, and the 
one who has least to do about it. 

Of course, he can vote; he has the right of franchise, and some of 
them have the benefit of labor organizations, but we are no longer 
living in the frontier period when the man could go out and build 
himself a log cabin. There have been many times discussions as to 
whose fault it was, but 1 would much rather see the Congress provide 
the safeguards that are necessary for that man to provide him pre- 
vention from suffering the hardships of unemployment, or the results 
of his unemployment, than to spend a lot of time discussing whose 
fault it is. 

Mr. Mason. I agree fully on that principle; if I am out of work 
through no fault of my own, whatever the fault may be, that is not 
going to cure my trouble. 

Mr. Downs. That is right. You have stated the point much better 
than I did, Congressman, and that puts the point across. 

I do think that in addition to the economic factors, there is a psy- 
chological factor, in the fact that Congress has provided certain assur- 
ances to industry, the carry-forward and set-back on incomes, the 
accelerated amortization to encourage the development of defense 
plants. Now, without going into the merits or demerits of those 
measures, | do think that it would improve the state of the mind of 
the working people of this country if they knew that more adequate 
cushions had been provided, notwithstanding the fact that the worker 
may never draw any improved compensation under the Moody-Dingell 
bill, I believe they fore: + fee! better in their hearts if they knew that 
not only certain sections of our society were given consideration be 
cause of the adjustments necessary in the defense program, but also 
the worker and his family has been provided safeguards. 

I would like to make one other point on the Moody-Dingell bill, and 
that is it in no way affects the Federal-State relationship. The divi- 
sions to the State are still in effect. We can work out provisions that 
will provide coverage. 

So that as far as the administrative costs are concerned, that is left 
entirely up to them when a certification is made by the Governor and 
the Secretary of Labor, then the increase applies to all workers, so 
you do not have a dual expense. 

Now, some people have said that you may have some person who 
gets a supplemental, although his unemployment was not the result 
of any Federal action. I think that is also true, irrespective of 
whether the unemployment is caused by Federal action or the State 
action, or by a combination: the man out of employment still has a 
wife and his children to take care of. 

So I wholeheartedly request your support of the Moody Dingell 
bill. 

The next thing I would like to discuss, Mr. Chairman, and I know 
it is getting late, but that refers to the so-called Mills bill. 
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Mr. Mason. Before you take up that bill, I wonder if you know that 
General Motors paid out $1.6 billions in taxes this last year; $300 
million was paid in dividends, and $1.9 million in wages. In other 
words, their tax bill was almost equal to their wage bill. 

Mr. Foranp. What was their profit? 

Mr. Mason. This is the profit; this is the profit, the $300 million that 
was paid out in dividends. That is the amount they had left over after 
their reserves for depreciation and things to cover operation. The 
peculiar thing is that they paid to the Federal Government almost 
five times as much as they paid to their stockholders, and almost exactly 
the amount they paid to their employees. 

Mr. Foranp. How much did they put into reserve and into a con- 
tingent fund? I would be interested to know. 

Mr. Mason. Of course that is all a part of it, for excess depreciation. 

Mr. Foranp. It still has a great effect on it. 

Mr. Mason. Yes, it does, but the figure is very interesting, and when 
I came across them I was interested on that point and wondering 
where the money is going to come from to carry out these various pro- 
grams. 

Mr. Downs. First of all, Mr. Mason, I would like to state categori- 
cally that this is not a substitute for the Moody-Dingell bill, and I hope 
none of the members of the committee are supporting the Mills bill in 
any Way as a substitute for the Moody-Dingell bill. 

Mr. Mason. Oh, it is an entirely different thing. 

Mr. Downs. I am glad to hear you say that. We have reached an 
agreement on that, and maybe we can expend on our agreements. 

The next thing I want to point out is what I consider a very basic 
principle of governmental organizations. 

We talk about the basic principles covered by our founding fathers. 
This is one that we learned in high school civics, and that is, a separa- 
tion of the branches of government: the legislative branch, elected 
by the people, to pass the laws; the executive, to administer the laws; 
and the judiciary, to decide the constitutionality and legality of acts 
of the legislative. That is a good system; it is a responsible system. 
But I want to point out this one thing, and if I can get it across I will 
feel I have accomplished much in providing you information, 

The Mills bill, as I read it, provides that the administrative agency 
can directly or indirectly appropriate money for its purposes. Now, 
that is contrary to our principle of government, that the body that 
taxes should be the body that appropriates; the responsibility for rais- 
ing money must be tied in with the responsibility for spending that 
money. 

I read the Mills bill, and it provides that the States could have a 
certain amount of money, the 0.5 percent we use for administrative 
purposes. What does that mean? That means that if you are short 
that here is some money, and if you can get the State to say they will 
set that up for administrative purposes, we will hand it to you for 
administrative purposes, that we will give you some administrative 
money which, in effect, is an appropriation. 

I am one member of a commission, a four-man commission, and I 
do not want to have the responsibility of deciding what the appropria- 
tion should be, on my decision, or take that of the four men on the 
commission. Ido want the right to come down here when you gentle- 
men appropriate money and raise questions and present things, and 
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I want a chance to meet with the Bureau employees and the Secretary 
people, and advise them. But it is unsound to grant to the administra- 
tive body the right to decide how much they shall have. 

And I say again, that it is the Congress in our system that appro- 
riates the money to the Department of Labor and to the Bureau of 
Employment Security, which allocates it on the basis of the purpose 

of eflicient expenditure; and I think that while sometimes we do 
not agree with either the bureaus or the Congress, that by and large 
the allocations by the Bureau of Employment Security has been on a 
sound basis and politics has been kept out of that service. 

And I do not want to see this sort of thing enter into it; does that 
mean that if by proper and eflicient methods it is being employed 
efficiently ? 

I ask that question. If you say, well, we will play safe and say that 
this can be handled by heaving a bureau to review it, would you not 
then be inviting, or I may say compelling the State-Federal conflict, 
because the bureaus would have said here we do not have an adequate 
amount of money for the State, and the State would have to come 
back to the Federal Government wanting more money because the 
amount allocated was not adequate. 

Gentlemen, that is just not the way to handle it; that is not the way 
to “run a railroad.” 

Now, gentlemen, I would like to call your attention to the fact that 
this is not a new problem, and if you will bear with me, I would like 
to go back to some of the history of this country. 

The first Secretary of the Treasury, Alexander Hamilton, spent 
money, and later on advised the Congress and the President. The 
then President was George Washington, and the Congress-——-and may 
I say that Thomas Jefferson was the then Secretary of State—he wrote 
the veto message of the President who vetoed that procedure. 

So that in the very foundation days of our country we changed from 
the principle of having the administrative officer appropriate money 
and transferred that to the legislative body where it belongs. 

Mr. Mason. Would you mind my interjecting here, to point out 
that we are getting the same dose now, because the President makes 
foreign commitments, and then comes to the Congress and asks the 
Congress to make them good. 

Mr. Downs. Mr. Chairman, if we are going to discuss the interna- 
tional situation 

Mr. Mason. No. I am just giving you an illustration of what we 
are up against today, which is exactly what you said they were going 
through during the days of Hamilton, who did just that. 

Mr. Foranp. The time is getting late. 

Mr. Downs. I realize that, Mr. Chairman, and I will hurry along. 
I do want to bring out this further point very strongly; there are some 
other points in the Mills bill that I had wanted to go into. 

Now, as far as the Forand bill is concerned, I think the principles 
of the bill, Congressman, are sound. It provides that when the States 
are in need, if they will increase their rates to 2.7 percent, they can 
get, whether you call it reinsurance, a grant-in-aid, I do not recall— 
but in the bill it is recognized that we are not 48 isolated States, but 
we are sister States; we are brothers, and we have got to have mutual 
relationship, and that we are interdependent. 
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Mr. Mason. What about those States which have already passed 
the 2.7 assessment, up as high as 3 or 4 percent ¢ 

Mr. Downs. Those where the maximum rate is exceeded ¢ 

Mr. Mason. Yes. 

Mr. Downs. I have before me, Mr. Mason, a chart showing some 
studies made by our agency on “How much does it cost ” which shows 
what the charges were, the benefits expended, the employer's contribu- 
tion from 1946 to 1950. 

The average for 1951 was 1.4 percent. This is not for all of the 48 
States. It takes the larger, New York, for instance, 2 percent; Cali- 
fornia it is 2 percent, and these are the highest on the chart. There 
are a number of them, in some of the large industrial cities where they 
have reached 2.7 for an average, but taking the rate as a whole for the 
State—— 

Mr. Mason. I understand. 

Mr. Downs. I think we should understand, Mr. Chairman, that the 
bill means there is an average they would have to come up to; that 
there would have to be a contribution up to 2.7 percent before the 
State could have the advantage of it, and I feel that is an adequate 
safeguard. 

Mr. Foranp. It would be up to that point. 

Mr. Downs. Yes. I think they have met that. Because in this 
1946 to 1950, the average contribution was 1.4 percent, and raising that 
up to 2.7 percent will almost double that, and I think that is pretty 
sound. 

Mr. Mason. Has that table been made a part of the record ¢ 

Mr. Downs. No; it has not. 

Mr. Mason. I think it should be. 

Mr. Downs. I will be glad to supply the committee with additional 
copies. It is entitled “Digest ef How Much Does It Cost /—A Report 
to the Michigan Employment Security Commission on Long-range 
Unemployment Insurance Benefits Financing and Fund Solvency in 
Michigan.” 

Mr. Foranp. You will insert that table in the record, will vou? 

Mr. Downs. I will be glad to do so. It is the table on page 12, and 
[I wil! see that you get additional copies. 

(‘Lhe table referred to fol'ows:) 

M:. Downs. Now, Mr. Chairman, I realize the time is getting late, 
and if you would rather reserve the rest of the diseussion until later 
on, 1 will be glad to come back. 

Mr. Foranp. Suppose you continue with your presentation; we 
hia ea rat her hea VV calendar for tomorrow. 

Mr. Downs. There were some points which I would like to have 
raised. 

We find a lot of times words tossed around, like “State compensa- 
tion.” which raise emotional reactions, rather than throw light. 

i want to talk about subsidization. Often that is referred to as 
something terrible. But right now many States are being subsidized 
for their administrative costs. My sister State of Rhode Island, as 
well as the State of Massachusetts have for many years subsidized the 
administration of other States. I think that is sound when it is done 
upon a proper formula, because it is to the interest of Rhode Island 
and Michigan and Massachusetts, that we have sound unemployment 
compensation and a sound insurance system and a proper service. We 
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have subsidized roads, welfare, health. And the Congressman made 
mention of the matter of profits of industry. 

There is a question of subsidization involved there. The worker 
who works for industry subsidizes—when the industry draws a dollar 
of gross profit, every dollar of wages paid is perhaps the worker’s sub- 
sidy to industry. 

i raise a question, not to get an answer, but simply to say to you 
gentlemen something that I am sure you are just as aware of as I am— 
that we do toss words around without thinking too deeply about them. 
There is the matter of who pays the unemployment compensation in 
a highly competitive industry—whether the people in that industry 
pay it. Ina less competitive one it is possible they can pass it along, 
and in those industries which figure taxes as a cost of production, when 
we are talking about the cost of production, which includes taxes, ulti- 
mately in many cases the cost of production is paid by the consumer. 

When vou buy a car made in Michigan you are helping to finance 
Michigan’s unemployment compensation. When you buy a suit of 
clothes made in your State, you are helping to finance the State’s 
economy. 

Now, I have another point which the Congressman asked about, 
and that is, Why does not the State of Michigan pass a better compen- 
sation law? That is the $64 question. I could get into a matter 
of political discussion concerning the party in control, but I am not 
going into that; I want to go a little bit deeper than that. The 
»ssumption has been made that the States are closer to the people than 
the Congress. I know there are many people who think that. But 
i think that is a statement that requires reexamination. For instance, 
in the State of Michigan, in the lower house, it takes three seats from 
the industrial area—an area like Detroit—to equal one voter out-State. 

Mr. Mason. That is also true in many States with large cities, such 
as Cook County, with Chicago. 

Mr. Downs. Yes. 

Mr. Mason. With more than half of the population of Illinois, and 
yet in the legislature, because there has not been proper provision 
made, they are not getting their share of the representation, and I 
can understand that. 

Mr. Downs. And in the upper house we have to 10-to-1 difference. 

Mr. Mason. Yes. 

Mr. Downs. I think you have put your finger on the answer to the 
question that the State legislatures are not representative of the people 
because the industrial areas do not get a proportionate part of the vote. 

Now, the Congress of the United States is entirely different, and, 
again, I have got to go back into our history a little bit. Our Con- 
stitution provides that the Congress shall be on a population basis, 
and in one of the earlier Congresses there was a bill varying it from 
a population basis, and you know what happened. That bill was 
vetoed, again by George Washington, and the veto message was written 
by Thomas Jefferson. I enjoyed seeing Thomas Jefferson’s statue 
outside the hall as I walked in. 

So that from the early days of this country, when George Wash- 
ington vetoed such a message, up until the present time, we have 
followed the principle that was established, and again back in the 
thirties Congress passed a law that provided a reapportionment among 
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the States to be done after every census, and on a formula basis that 
an eighth-grade child can follow. 

So that the population basis of the Congress of the United States is 
more representative of the people than are the State legislatures. 

Mr. Mason. Well, there is a question to that, too, because in our 
own State of Illinois, for instance, we have the largest congressional 
district in the United States, in Chicago, where there are more than 
a million people in one district, and right alongside that district there 
is the smallest district in the United States—Congressman Sabath’s 
district, which has less than 200,000. 

Now, the one with 1 million alongside the 200,000 has been corrected 
to some extent now that we have had reapportionment, but there are 
two different sets of representation in the Congress. 

Mr. Downs. Well, 1 would modify my statement then by saying 
that while the congressional allotments to districts are strictly on a 
population basis, yet, within States there are diilerences. 

Mr. Mason. Yes. 

Mr. Downs. That is the point that I wanted to get across. 

Now, the other point that comes up is the matter of States’ rights; 
and frankly, Mr. Chairman, I believe it is used to put sand in the eyes 
of the committee, because let me remind you that originally only 
one State had unemployment compensation, and it was not until the 
Federal Congress passed the Social Security Act that the States in 
turn acted, and in the early history of those acts it was called a dog- 
tax law, and it was said that industry could not afford to pay the tax, 
and some States said it was only a Communist move. 

In those early days it took men with courage, people who would 
stand out, who had the vision and the facts and had the foresight to 
enact such legislation. 

Since that time many people who were skeptical, and some of them 
no doubt well-meaning, have come to realize the system of unemploy- 
ment compensation is sound and does provide a cushion, because even 
though those who opposed the system seldom use the argument, and 
when they do raise a question of States’ rights, it is usually on some 
other matter; and now the argument is that there are those who see 
benefits who are not qualified, who are not eligible. We sometimes 
hear it said that a seaman working on the Great Lakes can qualify 
during the busy season, but when the season is slack, he does not 
qualify. 

Mr. Mason. That is what they refer to as the seasonal unemploy- 
ment ? 

Mr. Downs. Well, the seaman will usually say they can get help 
when they are working, but when they are not working they do not 
qualify. 

Many times the question of economic competition is raised by those 
who are opposing the plan, and raise the question about standards 
throughout the Nation, and yet the test is whether they go back into 
their own States and improve their own standards. 

Mr. Mason. Of course there have been increases in the amount of 
compensation in some 15 to 20 States, there has been an increase in 
the duration of unemployment compensation benefits. 

Mr. Downs. Yes, that is true, there have been increases, for in- 
stance, in Michigan; but as I pointed out the dollar increases have 
not kept up with the cost of living nor with the increase in wages. 





266 UNEMPLOYMENT INSURANCE 


I believe that Secretary of Labor Tobin stated when he appeared 
before the Senate committee that it is still less than it was originally by 
some 15 to 18 percent. 

For example, the rate of 2.7 shows an average of 1.4 from 1946 to 
1950, a pretty near 50 percent reduction. The result is that many 

ople have used the States’ rights simply as a means of confusing the 
issue, and as I say, they come before you to talk about States’ rights, 
but do not go back to their respective States to work for an improve- 
ment of the State’s system. I have had some experience with that, and 
I have never seen them do it. 

They seldom make it the State’s responsibility. Now, if the States 
want to avoid federalization, there is one way to do it, and that is to 
provide an adequate system. ; 

I think there are some serious problems because of the relationship 
of our economic system, and again let me go back to the foundation 
period of the Constitution. You recall under the Articles of Confed- 
eration there was a barrier between the States which I think had to be 
broken down in order to get our economic system going, and there are 
some people today who are trying to get back to those barriers. 

I have just about completed my statement, Mr. Chairman, but I do 
have one or two thoughts—— 

Mr. Mason. And vou have been very interesting. 

Mr. Downs. Thank you, Congressman: I appreciate the opportunity 
to discuss these problems with the committee. 

Now, if I may look at my crystal ball, there are three or four points 
I want to make. One is that of more and more State control, as you 

iil find by the Mills bill, which will ultimately result from a 100- 


percent offset to complete State control of operation. And if any of 
the States are financed the same as the State of Michigan, I can teil 
you, you cannot depend upon the financial problems of the State Legis- 
lature of Michigan. 

The second thing that may happen is Federal minimiim standards, 
and I doubt very much if we are going to get that, because there are 


too many—— 

Mr. Mason. Not at this session. 

Mr. Downs. As Mr. Mason says, not at this session. 

Mr. Mason. No. 

Mr. Downs. Federalization, I would say, is even less likely at this 
session. You may have other information. 

Now, there is one other thing that may happen possibly in the com- 
ing vears that we do not want to see happen, where, for instance, the 
steel mills are willing to pay unemployment up to a certain figure. 
The very strength depends maybe on their bargaining power. But 
there is a very strong likelihood that in large areas of our economy 
they will have the opportunity to do just that, as recently has been 
exhibited in the steelworkers, CIO, before the Wage Stabilization 
Board in the “D-18-C.” This exhibit is an argument for the guar- 
anteed annual wage, in which the steel industry would pay the cost 
of the unemployment operation with the proviso that it would be 
related to the State’s unemployment system. 

Mr. Mason. Now may I ask vou whether you do not think that 
woull be a fair and equitable thing—that the problem of the steel 
industry and its responsibilities should be carried by the steel industry 
rather than by other industries ? , 
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Mr. Downs. Here is what I am afraid of, Mr. Mason—and you 
understand I am associated with the ClLO—that that would mean an 
industry like steel, where there is a strong union, where there is more 
likelihood of a monopoly. 

Mr. Mason. I understand that, but in that industry there would be 
a very adequate compensation. 

Mr. Downs. Well, I do not think that the steel industry would want 
to pay for it; I think it would be passed on to the ultimate consumer, 
so that if the State and the Congress does not take their ne 
squarely they will force this into a labor-management relationship, 
and then we will be, possibly, faced with such things as the threatened 
steel strike in our whole field of economy and have such situations as 
was found in the Chrysler plant, where the workers were not satis- 
fied with the adequacy of a certain system in their pension, and they 
went on a strike for a hundred days. We do not want a situation 
where such an approach may result in a work stoppage that would be 
a serious matter to our whole economy. 

Now, I am not making that as a prediction as to whether or not it 
will immediately happen, but I do say that ultimately that losses of 
work made because of some technicality in administration can cause 
such strikes. We must not end up in thinking of administrative ex- 
cesses until we get further and further down the financial psychologi- 
eal problems involved in legislation and in administration. 

The question is whether or not we are going to be able to meet the 
needs of the people, and that is the final judge, and I hope, gentlemen, 
that through all the studies of the proposal that we consider them on 
a constructive basis, having to do with the improver:ent of our social 
security legislation, so that there will not be dammed up feelings that 
will linally break through and cause confusion. 

I would like to speak very briefly concerning coverage. Usually 
those are the people who can least afford it, and the ones who need it 
the most, and usually people who are unorganized and do not have 
unions to protect them. 

Mr. Mason. I think that is understandable, and I do not think there 
is any argument on that. 

Mr. Downs. I think eriginally that was used as a valid administra- 
tive question, but I think it is no longer used. 

Now the next question is on the matter of Federal unemployment 
compensation, for veterans. Certainly if there is any group in the 
world, it is this group, that goes out of high school, either drafted or 
volunteers, serves their country and then comes back to find there is 
no job. Lam not too concerned about how it is provided 

Mr. Mason. But Iam. It ought to be provided in such a way that 
it stimulates an incentive for the veterans as soon as they get back to 
look for a job, as quickly as possible. And if we provide another sys- 
tem such as we had before, the so-called 52-20 clubs, we will have an- 
other system which provides an incentive for the veterans to loaf as 
long as they can, use it as a sort of vacation, feeling that he is entitled 
to it. 

And, I know from my own experience that happened. I had some of 
my own boys in school who were in the service, and who came back and 
stayed on the S20 a week during the whole period, did not even take 
the trouble to look for jobs. 

Mr. Downs. Congressman, there will always be faults in legisla- 
tion, and there will be those who will take advantage of it, but I think 
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by and large there were very few people who drew the compensation 
for the full 52 weeks. 

Mr. Mason. Of course, the majority did not, but there were so many 
of them who did, as I say, a lot of them were in my own area, that it 
gave a black eye to the whole system. 

Mr. Foranp. Where a few have abused it, it makes it all look bad. 

Mr. Mason. That is always true; the same thing is true with unem- 
ployment compensation. 

Mr. Downs. I think the point is true, that where there are a few 
abuses, it does give the whole program a black eye. 

I think there is considerable merit to the argument that it is not 
an equitable plan to have two fellows, who fought side by side in 
Korea, one living in one State and the ether right across the line in 
another State, being paid at different benefit rates. 

Mr. Mason. Now, you are getting into this question, because we 
are not paying them for their services in the Army: we are paying 
them while they are looking for a job, and the man who is looking for a 
job in Mississippi may have an entirely different cost-of-living factor 
than a man who is looking for a job in Illinois. 

Mr. Downs. Of course, Congressman, we could discuss these mat- 
ters at length, what is involved in the cost of living, the standard of 
living, and all of these problems. 

I have not had an opportunity to go into the details adequately, 
but there is one point t would like to make that we in this country 


are fighting communism and totalitarianism, and when a young fellow 
feels there is something wrong in such a program, it offers a “ground 
for criticism, and we do want to see that there is adequate provision 
made particularly for the youth, the returning veterans. 


Mr. Chairman, in conclusion, I would like to make certain recom- 
mendations: First, the immediate support of the Moody-Dingell bill; 
second, coverage of one or more: third, the establishment of veterans 
rights, for the returning GI’s who did not have the privilege of gain- 
ing previous employment experience; and fourth, some recognition 
that we are Americans first and citizens of States second; and that 
our economy is interrelated: that the principles in the Forand bill 
are sound, constructive principles and are preferred by us over some 
of the others. 

Thank you very much for this opportunity. 

I will be glad to answer any questions you may have. 

Mr. Mason. We have raised certain questions during your discus- 
sion. 

Mr. Downs. Yes. And I appreciate the opportunity the commit- 
tee has given me to have this informal discussion which I think is 
much more satisfactory from our viewpoint. 

Mr. Foranp. Thank you very much. We do like to conduct our 
hearings on as informal a basis as we can, because we feel we accom- 
plish more. 

Mr. Downs. Thank you. 

Mr. Foranp. The committee will stand adjourned until 10 o'clock, 
at which time we will meet in the caucus room of the Old House Office 
Building. 

(At 5:10 p. m., the committee adjourned to meet at 10 a. m. of the 
following dav, Thursday, April 3, 1952, in the caucus room of the 
Old House Office Building. ) 





UNEMPLOYMENT INSURANCE 


THURSDAY, APRIL 3, 1952 


Hovse or REPRESENTATIVES, 
SuBpcoMMITTEE ON UNEMPLOYMENT INSURANCE 
or THE ComMirrer ON Ways ANp Means, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. Aime J. Forand (chairman) 
presiding. 

Mr. Foranp. The committee will ple: ise be in order. 

Our first witness on the list this merning is Mr. Frank B. Cliffe. 

For the purpose of the record, will you identify yourself, and the 
capacity in which you appear‘ 


STATEMENT OF FRANK B. CLIFFE, VICE PRESIDENT AND CHIEF 
FINANCIAL OFFICER, H. J. HEINZ CO., PITTSBURGH, PA., REPRE- 
SENTING THE CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Cuirre. Mr. Chairman, my name is Frank B. Cliffe: I am vice 
ee and chief financial oflicer of the H. J. Heinz Co., Pittsburgh, 


a 

This morning I have the honor to appear before your committee 
representing the Chamber of Commerce of the United St: ites, to pre- 
sent its views on the several proposals for unemployment-insurance 
legislation before your committee. I am speaking for more than 
3,000 chambers of commerce and trade associations which make up 
the United States Chamber of Commerce membership, and a number 
of those chambers of commerce worked with me in the preparation 
of this testimony and have approved it, and three of them-——West 
Virginia, Wisconsin, and West Texas—authorized me to represent 
them. 

Nearly 17 years have elapsed since the Congress passed the Social 
Security Act of 1935. You will recall that there were extensive dis- 
cussions in comunitten and in the Congress concerning the general 
structure of the proposed social-security legislation. From these 
considerations there evolved the decision of the Congress that the 
old-age provisions of the law, including both taxing and benefits, 
should be handled by the Federal Government, but that the unem- 
ployment taxes and benefits should be administered by each State, 
with only suflicient Federal tax control to encourage or compel all 
States to pass legislation of this general type. 

For several years before the “Social See urity Act was passed, the 
General Electric Co., Schenectady, N. Y., of which I was then assistant 
comptroller, had operated its own unemployment- -benefit plan for its 
pes, Soa who are located in practically every State in the Union, 
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with its chief employment widely distributed throughout the principal 
industrial States, including Massachusetts, Connecticut, New York, 
New Jersey, Pennsylvania, Ohio, Indiana, and California. With the 
extensive experience that the General Electric Co. had had with its 
own unemployment plan, it was perhaps natural that several of the 
State legislatures should ask for assistance from that company in 
drafting their laws to be enacted in accordance with the Federal Social 
Security Act. I was designated to speak for the company in these 
matters. In the course of the years 1935-40, I became, by their invi- 
tation, a de facto member of the legislative drafting committees in 
Indiana and Connecticut, and appeared before the legislative com- 
mittees in many of the other industrial States, including Illinois, 
Michigan, Rhode Island, and Virginia. 

Even in these early days the administrative representatives of the 
Social Security Board endeavored to exercise a wider degree of in- 
fluence over the pending State legislation than had been authorized 
by Congress; but, for the most part, the State legislatures assumed 
their full responsibility in making the decisions that would best adapt 
the principles of unemployment compensation to conditions in their 
respective States. There was thus evolved a series of laws independ- 
ently determined for each State and with significant differences in 
their benefit and taxing provisions. The country thus had the ad- 
vantage of a multitude of experiments from which various types of 
organization, administration, record keeping, tax determination, etc., 
could be compared after there had been a few years of experience, 
and this has resulted in numerous changes in the laws of all States. 

Following the early attempts of the Social Security Board and 
its representatives to dominate the legislative provisions in the various 
States, there have been a series of administrative and legislative ef- 
forts to deprive the States of their authority and liberty of action. 
These attempts have taken the form of proposing “minimum stand- 
ards,” offering Federal “reinsurance” or nonrepayable loans as in 
H. Rt. 6954, now before you; proposing complete federalization be- 
rause of the alleged impossibility of the State funds meeting the load 
of claims resulting from conversion to war production; similarly, 
for the reconversion away from war production (both of which pro- 
posals had “findings” that did not materialize) ; and proposing Fed- 
eral supplementation of State benefit payments as in H. R. 6174, also 
before you for consideration. 

Because of the diversity of basic issues represented by the bills be- 
fore your committee for consideration, I should like to discuss briefly 
the purposes and principles of unemployment insurance. 

I would find as a good, short definition of the purpose of unem- 
ployment insurance the following quotation from a document entitled 
“Unemployment Insurance: Purposes and Principles” issued by the 
Bureau of Employment Security of the Department of Labor, in 
December, 1950. 

Unemployment insurance is a program of short-term insurance for the pay- 
ment of benefits to workers as a matter of right during unemployment which is 
beyond their control. The program is designed to provide protection only to 
workers who are ordinarily employed, who are currently unemployed due to 
lack of suitable work, and who are ready, willing, and able to acept such work. 
The primary objective of benefit payments is to replace enough of the current 
wage loss of unemployed workers who meet the program's requirements so that 
most such workers need not turn to other programs for aid, under normal and 


recession conditions, 
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The document from which this quote is taken is of sufficient signi- 
ficance to warrant several further quotations as follows: 

An insurance system which indemnifies a loss must be based on the presump- 
tion that those protected thereby have a real interest in avoiding that loss. 
When applied to unemployment insurance, this principle means that the pro- 
gram should be planned to protect those whose record of employment shows a 
substantial and continuing attachment to the labor force. The program should 
not be planned to protect those who have been employed only casually, briefly, 
or intermittently in part-time, short-term, or highly seasonal work. 

To allow an incentive to work, however, the highest proportion of wage loss 
payable, whether for workers in the lower wage brackets or those with several 
dependents, should be somewhat less, perhaps 20-30 percent less, than weekly 
earnings. 

I would interpret weekly earnings as meaning cash available for 
spending after tax deductions. 

A sound system of financing an unemployment insurance program would be 
ene which would balance income and anticipated expenditures over a period 
of time. 

As I have pointed out earlier, these are principles promulgated by 
the Federal agency charged with the Federal responsibility in this 
field of unemployment insurance. It would be well for us to consider 
those bills presently before your committee, that concern themselves 
with the financing arrangements in the State-Federal system. The 
first of these is H. R. 6174 proposed by Representative Dingell as a 
counterpart to S. 2504 recently the subject of hearings before the 
Senate Finance Committee. It is our belief that the Dingell bill has 
several major weaknesses concerning each of which I shall comment 
briefly and ask permission to submit for the record a report in 
greater detail. 

To save the time of the committee I ask permission that it be made 
a part of the record. 

Mr. Foranp. Without objection, it is so ordered. 

Mr. Curre. While masquerading under the title of “Defense Unem- 
ployment Compensation Act of 1952.” and while the advocates of the 
bill have presented it as a solution of the transitional unemployment 
due to changing to defense production, the actual provisions of the 
bill do not limit it to States in which there is unemployment caused 
by defense change-overs nor to individuals unemployed because of 
the defense preparations. Any governor who has any substantial 
unemployment in his State for any reason, with no prospect of imme- 
diate reemployment, can qualify his State to receive payments under 
the bill. 

So supplemental payments could then be made to all persons receiv- 
ing State unemployment benefits, even though neither they nor their 
employer had any relation to the defense transition. 

(2) The bill is designed to make the maximum Federal payments 
to employees who are already qualified for the maximum benefit rates 
authorized in each State. Little or no Federal supplemental payments 
would be made to the lower-paid employees for whom the Federal 
Government in its old-age benefit program and most State govern- 
ments in their unemployment benefit formulas have recognized, there 
is the greatest presumptive need. 

(3) The largest Federal supplemental payments for each week of 
unemployment would be in the States that have already established 
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the highest weekly benefit rates where presumptive need is obvi- 
ously less. 

(4) The 11 States which have coupled dependency allowances with 
their unemployment calculation would draw large weekly amounts 
of Federal funds, with the load to be carried by Federal taxpayers 
in all 48 States. 

(5) The combination of State benefits under the present State 
formulas and the Federal supplementation would in many instances 
peer a total weekly check closely approaching the amount of take- 
1ome pay which the individual would have if working full time. 
Illustration: A Michigan employee with a wife and three children 
and a weekly wage of $75 has deductions, when employed, of $6.83 
for Federal withholding, and OAB—and ine luding $3.50 for lunches 
and carfare—leaving him take-home cash of $68.17. Under the pres- 
ent Michigan law, he is entitled to tax-free benefits of S33, a the 
bill would increase this to $53, or only $15.17 less than his take-home 
pay. A single man earning $60 per week has an incentive of only $7. 
Similar results could be shown for other States. Thus the individual 
has little reason to seek employment as long as his benefit checks are 
flowing in. In the absence of individual eifort to find employment, 
there will not only be a load on the Federal Treasury but the duration 
of State payments would increase and the drain on State funds would 
be greater. 

(6) Proponents of the bill have pointed out that in 1951, 40,000 
employees in Michigan exhausted their benefit rights before becoming 
reemployed. It must be borne in mind that this figure includes those 
who had only very casual attachment to the labor market before be- 
coming unemployed; those who did not wish to become reemployed 
as long as they could draw benefits; and those who had actually per- 
manently withdrawn from the labor market but who concealed that 
fact as long as they could collect unemployment compensation. Even 
with all these cases included, the exhaustion rate ‘in Michigan was 
only 10 pervent of the beneficiaries, whereas the United States De- 
partment of Labor has accepted 25 percent as a reasonable figure. 

(7) It isobvious that a Federal contr ibution of a substantial amount 
wou!d increase both the logical and the specious reasons advocated for 
furiher Federal control and cor responding decrease in the self-govern- 
ment by the respective States. 

(8) Whatever supplemental payments are made by the States with 
Federal funds (and they may run to the hundreds of millions of dol- 
iars per year) will place upon the Congress an additional burden of 
deciding how these funds are to be raised—either by additional taxes 
or ine ‘reased deficit spe nding. 

©) Federal control is further injected by a prohibition against a 
partic ipating State decreasing its benefit formula in any way from 
the State law in effect January ‘1, 1952. 

(10) The bill might continue in effect for many years; we all know 
that Government “emergenc ies” are not quickly terminated. 

To illustrate the temporary nature of the unemployment in Michi- 
gan which gave rise to this bill, I should like to direct your attention 
to a chart which we have prepared depicting the unemployment load 
in Michigan, week-by- ak over the past 3 years. 

At the time the bill was introduced the number of unemployment 
claims in Michigan had been increasing until January 3, 1952—they 
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have gone to about 130,000. That was, of course, not unusual for 
Michigan, where they have had wide fluctuations. 

Back i in 1949 they got up to about 260,000 claims, so the 130,000 was 
of course far below prior peaks. But when the line was right about 
here | indicating] it is not surprising that there was considerable ex- 
citement at the possibility of this recurring. 

However, after the bill was introduced, almost on the date the bill 
was introduced, the claims started dropping, and there has been a 
steady drop ever since, until, as I indicated, it was down to about 
70,000 the third week in March. 

Mr. Foranp. When you say claims, are you including in that those 
who have exhausted their benefits 

Mr. Cure. No; it is those individuals filing valid claims for bene- 
fits. But the number who have exhausted their benefits is relatively 
small, considering the total number. And there were many of those 
who have had subseque nt employment at this period back here [indi- 
cating |. 

Mr. Foranp. I just wanted to have the record clear. 

Mr. Crirre. That is quite correct. 

It thus appears that the bill starts with “findings” that are not in 
accordance with the facts; proceeds from these shaky foundations to 
offer an unsound soijutilon to a nonexistent need and to approach by 
devious means an objective that Congress rejected in 1935 and has 
repeatedly rejected in in subsequent sessions. I must therefore, on 
behalf of the Chamber of Commerce of the United States, request you 
to reject the Dingell bill, H. R. 6174. 

Further, I should like to read the announ ement mis le on March 17 
by Governor Williams of Mic higan, indicating that the so-called emer- 
gency situation which formed the basis for the drive to obtain Federal 
funds to supplement State une mployment benefits, is now at an end. 

Mr. Mason. You may omit that, Mr. Cliffe, because that statement 
is already in the secenle 

Mr. Crirre. Very well, I will omit that. 

I might also add that recent pronouncements of the National Pro- 
duction Authority with reference to the use of critical metals elimi- 
nate, at least for the foreseeable future, the possibility of increasing 
unemployment attributable to the defense effort. 

Before we goontoa discussion of the next legisla. ive item pe nding 
before you, I should like to discuss briefly the present condition of 
State unemployment compensation funds throughout the country. 
This chart, exhibit 2 of the appendix, shows the number of years of 
benefit that could be paid by the fund already in the hands of the Fed- 
eral Treasury to the credit of each State, and based on the current rate 
of disbursements. We took the most recent available information for 
all States, for the rate of disbursements, and for this purpose the chart 
is for the 12-month period ended September 30, 1951. 

For the country as a whole the funds on hand would be enough to 
pay benefits at that rate for 9 years without collecting another nickel 
in taxes. Of course, the States vary widely. And I might just run 
down this chart to point out some of the States of particular interest 
to the committee, perhaps. Illinois could pay benefits for 8 vears with- 
out collecting another nickel. 

Iowa could pay benefits for 34 years. 
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Kentucky could pay for 12 years; Michigan could pay for 10 years; 
Mississippi for 10 years; Rhode Island could pay for 2 years. And 
I am going to comment considerably more about that later, because it 
is the lowest on the list. 

Utah could pay for 14 years, Virginia could pay for 16 years. 

So, they vary widely, depending upon the laws in the States, and 
the administration they have had. 

Mr. Mason. Is that chart included in the record ¢ 

Mr. Currre. Yes; that is in the back of the record, and you will find 
this table in appendix A. 

The three States which are in relatively least favorable position at 
this time are Massachusetts, the home State of the present Secretary 
of Labor—3 years; Rhode Island, which your chairman represents, 
and from which most of the demand for the so-called, or miscalled, 
reinsurance plan of financing unemployment insurance has come— 
2 years; and New Hampshire—4 years. 

All three of these States, of course, are New England States and 
it would be of interest to look at the condition of the funds of each 
of the other three States in that region. Maine has a fund capable 
of paying for 7 years, Vermont for 13 years, and Connecticut is in a 
position to pay at its present rate for a period of 18 years, without 
collecting for its funds another dollar in taxes. 

Mr. Foranp. I think there is a matter that you might want to com- 
ment on, that three of the States that are most seriously in need, of 
the six New England States, have very little agriculture and a very 
high percentage of coverage. 

Mr. Cuirre. Yes. 


Mr. Foranp. So it makes a difference between the two groups of 
States. 

Mr. Curre. Except that there is no collection of tax or coverage 
of benefits for agricultural employees. 

Mr. Foranp. That is right. 

Mr. Currre. For ye gem insurance, 


Mr. Foranp. That is w 
three States is higher. 

Mr. Cuirre. The percentage of coverage is quite different from State 
to State, you are quite right, but not with respect to those on whose 
Wages taxes have prev iously been paid; there is a parallel to the group. 

In any discussion of the ability of respective State funds to handle 
forseeable unemployment loads the question of adequacy of benefits 
and duration is most always brought into the picture. The record of 
the States over the past 15 years has been one of consistent and con- 
tinual improvement. We have prepared a chart to depict the changes 
made by the States in liberalizing their benefit formulas. 

This third chart deals with the maximum weekly benefit amounts 
as they existed in 1937 and 1951, showing the progress that has been 

made by the States; in 1937, 49 states— and you are familiar, of course, 
with the fact that the Territories and the District of Columbia are 
considered as States—49 States had maximum weekly benefits of $15; 
and two States had from $18 to $16; Michigan had $16, and Wyoming 
had $18 at that time. 

Of the employees who are covered bv the law, 94.8 percent of the 
employees were in those States that had a $15 weekly maximum, and 


iy the percentage of coverage in those other 
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only 5 percent of the employees were in the two States which had the 
$16 to $18 maximum. 

No State provided for more than $18 at that time. With the State 
legislatures meeting every year or every 2 years, as they do in some 
States, there have been a whole series of amendments, and I have 
boiled them down to show what it was originally for the States and as 
it was in 1951. 

There are now no States that have a maximum below $15; there are 
no States that have a maximum as low as $16 and $18, which was the 
highest at the start. And since that time, States have adopted maxi- 
mums that range from $20 to $48. The number of States, as you can 
see, are 15 that range from $20 to $24; from $25 to $29, there are 22 
States; from $30 to $34, there are 10 States; and there are 4 with a 
maximum weekly benefit of $35 to $48. 

Then if we group these last two columns, 48 percent of the employees 
are in States that have a maximum benefit of $30 or more per week, 
so maximum weekly benefits have gone from $15 to $30 or more, which 
is enough to parallel the increase in the cost of living. But I would 
like to point out and to emphasize these benefits are nontaxable. 
Wages, of course, are taxable. In 1937 the Federal taxes on employees’ 
earnings, in the lower brackets, were very small indeed. 

Now employees have from 10 to 20 percent tax withheld from their 
wages. They have no withholding from their unemployment com- 
pensation benefits, so that this is net cash expendable income. 

That is to be considered in looking at the difference between the 
cost of living and the rise in benefit payments. 

In addition, with the increased weekly benefits amounts, the States 
over these years have liberalized the duration, that is, the maximum 
number of weeks for which benefits would be paid. 

This chart No. 4 sets out in a general way the increase in maximum 
duration of benefits, from 1937 to 1951. 

In 1937 the common maximum duration was 14 to 16 weeks. 
Thirty-eight States adopted that in their original law, and _ those 
States had 71-3 percent of the total number of covered employees. 
And, so far as the chart shows the duration, there were only six States, 
with 12 percent of the employees, with longer than 16 weeks durations. 

Now the situation again has changed with decided liberalization 
in the State laws; the 12-, 13-, 14-, and 15-week maximums have al- 
most. dropped out of the picture. There are only 4 percent of the 
employees who are in States that have maximums like that. 

Eighteen of the States, with 60 percent of the covered employees, 
now provide for 26 weeks’ duration for employees that have a regular 
wage record prior to unemployment. 

So that you can see, for the great majority of covered earners over 
this period of years, the States have gone from the typical 14- and 15- 
and 16-week duration to the typical 26-week duration. 

Mr. Foranp. Do you have figures that show how many have drawn 
the full 26 weeks? 

Mr. Cuirre. Yes; we can furnish that. 

Mr. Foranp. I think it would be interesting to have that in the 
record. 

(The information requested is as follows :) 
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Total number of exrhaustees and number of exhaustees drawing compensation 
for 26 weeks, in States having benefit duration of 26 weeks, 1951 





ras ae Se Dee ngeulies SS a ae 
Exhaustees Exhaustees 


Total drawing Total drawing 
State number of | compensa- State number of | compensa- 

exhaustees tion for exhaustees tion for 

26 weeks 26 weeks 
15, 897 8, 48 
11, 375 | 1,018 


} 
' 
} 
i 


California . ... 80,977 | 32, 335 ! Ohio . q " 
Connecticut | 0,855 1,749 || Oregon 

Delaware 1,217 a8 Ponnsylvania 

Idaho 2, 344 | 4 || Rhode Island - -s 24, 603 
Dlinois. - - 52, 875 7, 891 Utah KS, (4) 
Maryland. | 11, 89. 692 || Washington.......... 

Nevada 1,012 | 271 || Wisconsin.......... 


New H ampshire * 3, 42 1, 881 { 
New Jersey aoadaenl 41, 751 9,113 |} Tots al, 15 States ' 351, 247 135, 251 
New York 63, 009 63, 069 Total, all States... 810, 580 135, 251 


North Carolina : i 19, 422 2, 838 


1 Excludes Wisconsin, which has a duration provision allowing 26+ weeks, distribution ‘ weeks not 
available. Maximum « duration of 26 weeks effective in Utah for benefit years beginaing July 1, 1951, and 


in Pennsylvania for benefit years beginning Oct. 1, 1951. 
Source: Bureau of Employment Security, U. 8S. Department of Labor. 


Mr. Currre. This, when contrasted with the rigidities of a uniform 
Federal social-insurance law, is eloquent evidence of the willingness 
and ability of State legislatures to amend and improve their unem- 
ployment-insurance statutes as conditions within their States warrant 
these changes and improvements. This also is an effective answer to 
the cry that only by Federal compulsion or “standards” can the States 
be expected to liberalize their social-insurance systems. 

A sound job-insurance system demands that the solvency of the 
respective State trust funds be safeguarded. No one questions the seri- 
ous effects if a State unemployment trust fund should become bank- 
rupt. It is recognized that even with the most careful planning a set 
of conditions may arise which will overtax the ability of any State 
fund to handle the unemployment load. Again, to revert to the De- 
partment of Labor’s Purpose and Principles, “A sound system of 
financing an unemployment-insurance program would be one which 
would balance income and anticipated expenditures over a period of 
time.” The risk of unemployment, however, is not strictly compa- 
rable, nor as :cientifically measurable as, let us say, the risk of death 
in the case o life insurance. It may be desirable to provide some 
sort of contin rency device to meet extremely abnormal circumstances. 

No provision for such dire contingencies was made in the original 
legislation establishing the program. ‘To remedy this technical defect 
in the system, t' George Lean Fund Act. which provided for repay- 
able loans without interest to State trust funds under specified condi- 
tions, became effective in 1944, At the time of its enactment the need 
for such legislation was considered to be temporary as we were ap- 
proaching the end of the war period. However, the George Loan 
Fund Act was reenacted and remained in effect until Janu: ary 1, this 
year. It was on the books for 8 years through postwar reconversion 
and the outbreak of hostilities in Korea, without any State needing 
to use it. 

Before you today there are two bills no are directed at this 
problem of bolstering the funds of States that have not met their own 
problems. The first “of these, H. R. 6954, would meet this problem by 
establishing a so-called reinsurance method to aid States whose funds 
are in danger of depletion. This bill would earmark solely for unem- 
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ployment purposes the 0.5-percent Federal unemployment tax now 
collected directly by the Federal Government and deposited in the 
general revenue account of the United States Treasury. As has been 
claimed at various times, the 0.3-percent tax was originally intended 
to finance the administrative costs of both the Federal and State Gov- 
ernments in the adininistration of the unemployment-insurance and 
employment-service programs. However, because these funds are not 
specifically earmarked for this purpose, the Federal Treasury over 
the years has realized a substantial “profit” amounting to well over 
$1 billion, according to one method of computation, and over half a 
billion dollars according to another method and set of assumptions. 
This money, of course, under the deficit-financing policies, has not been 
set aside but rather has been used for the general purposes of 
Government. 

In this respect the Forand bill, H. R. 6954, serves a useful purpose 
by earmarking these funds for the employment-security program. 
However, the bill proposes the establishment of a reinsurance device 
which, in fact, represents a method for the Federal Government to 
make outright grants or nonrepayable gifts to States which are in 
financial difficulty. 

There are certain fundamental weaknesses in the bill which strike 
at the very core of the State-Federal system of unemployment insur- 
ance. The proposal would— 

First. Suspend experience rating (the provision in all State laws 
which allows lower tax rates for employers whose employment ex- 
perience is good) ; 

Second. It would use taxes collected from employers in States 
which have soundly financed and administered jobless insurance to 
bail out States with unsound unemployment systems or lax admin- 
istration ; 

Third. It would clear the way for the most detailed Federal con- 
trol of day-to-day State administration of jobless insurance; 

Fourth. It would destroy State responsibility for the solvency of 
nape insurance and kill off active employer interest in the program 
vy removing his incentive to participate; 

Fifth. It would set the stage for higher and higher benefits by 
removing the cost barrier through the magic of a seemingly limitless 
Federal Treasury; and 

Sixth. It would pave the way for the nationalized system of un- 
employment insurance which has consistently been the goal of the 
Federal “planners.” 

Mr. Foranp. Right on that point, I think it should be made clear 
that the experience rates would be suspended only in the States whose 
funds are in jeopardy. 

Mr. Cuirre. Yes, 

Mr. Foranp. It is not Nation-wide. 

Mr. Currre. That is quite accurate; as to any State that applies and 
receives a Federal grant. 

Mr. Foranp. The way this statement reads, it would leave the in- 
ference that it would apply nationally, I believe. 

Mr. Currre. Well, let us make it clear, Mr. Forand. 

Mr. Forann. Yes; I want the record to be clear. 

Mr. Cuirre. Yes. 

Mr. Foranp. We agree on that. 
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Mr. Cuirre. Yes; and we agree as to the provisions of the bill. 

As can readily be seen, States like Massachusetts and Rhode Island 
could continue along the lines they have chosen to follow for the past 
several years and draw upon the moneys provided through taxes lev- 
ied on employers in other States to finance their systems. Inasmuch 
aus Rhode Island has been the crying example used for the justifica- 
tion of this reinsurance plan, I should like to draw your attention to 
exhibit 5. 

In the upper part of this chart, I have compared the reserve bal- 
ances held by the Federal Government for the various States, for the 
States as a whole. 

Here the black line shows the way it grew from 1938 to 1951, and 
this is drawn to show the growth from when the law was adopted un- 
til we come up now to where it is in the neighborhood of just under $8 
billion. 

The Rhode Island balance, which has been included in the total, is 
shown by the red line of the chart and parallels the total line. And 
we have had to use this scale, to the right, which is in a 100-to-1 ratio, 
about the same as the ratio of the number of covered employees. 

The Rhode Island fund represents the employer's contribution only 
[indicating]. And I want to come back to that in just a few moments. 

Starting in 1940 the Rhode Island fund climbed to a high level, 
paralleling the total for all States, up until 1948. And since 1948 
the Rhode Island fund dived, took a nose dive, dropped about like 
that, and has about leveled off for the last 3 years [indicating]. 


I emphasize again that this is the employers’ contribution to the 
Rhode Island fund. Initially the Rhode Island law, as did a few other 
States, compelled the employees to contribute, and those collections 


went into the total fund, which actually climbed to a considerably 
higher amount than is shown here: it would be something like this 
[indicating peak of about $80,000,000 }. 

But the Rhode Island Legislature decided in 1945 or 1946, some- 
where along there, to take out the employees’ contributions to the 
fund and transfer them to a new disability fund, which was set up 
under the Rhode Island law. 

Mr. Foranp. A sick-benefit fund. 

Mr. Cure. A sick-benefit fund; yes. Rather than show an ex- 
cessive fund that was in there temporarily, I have simply limited 
the chart to the employer contributions, as if the fund were without 
the employees’ contribution. 

The lower part of the chart is an area showing benefit disburse- 
ments. For all States using the scale to the left, the actual benefits 
for disbursements have gone up and down and finally almost disap- 
peared in 1943 and 1944, with the very high employment, of course, 
during those years, and then increased sharply for the United States as 
a whole during the period of demobilization and reconversion. There 
was a drop off again in 1947 and 1948, and benefits climbed again in 
1949. Then, in 1950 and 1951, they dropped off to about half of the 
1949 peak. 

Rhode Island’s situation very closely parallels the United States. 
Again, using the 100-to-1 scale, red line shows the Rhode Island 
benefit disbursements. They were established originally at a higher 
level per individual than for most of the States, because at that 
time the employees’ contributions were coming in. The employees’ 
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contributions were used as a basis in the State legislature for arguing 
that the employees, who paid money into the fund, should get more 
benefits out of it. So, the Rhode Island benefit schedule was made 
more liberal than the other laws. 

Mr. Foranp. Does the black line at the top of the chart include both 
the employee and employer contributions, or is it just the employer 
contributions? 

Mr. Cuirre. For the United States as a whole, it is the total. The 
effect of the employees’ contributions on the total line for the United 
States could not be seen on this chart, because there are few States 
which had employee contributions. 

Mr. Mason. That is because the employee contributions were very, 
very few; is it not? 

Mr. Cuirre. That is correct. Only a few States had employee 
contributions; most of them have not. 

Mr. Grancer. How many of them at the present time make contri- 
butions ? 

Mr. Cuirre. At the present time I think there are only about four. 
I would have to check to be absolutely sure. It is a very small num- 
ber, however; that is the significant thing. 

The Rhode Island line for benefits is a little high, but generally 
parallels the national payments [indicating]. So, Rhode Island has 
not fared too badly until the last 2 or 3 or 4 years. They were badl 
hit in 1949, causing this drop in their reserve fund when the benefit 
payments were more than the amount currently collected. 

fr. Foranp. Can you state the reason for that ¢ 

Mr. Cuirre. I am complimented by your question, because you know 

the condition in your State much better than I; but, of course, the 


beer pe sawn generally exists in some of the New England States, 


and differs from other parts of the country. 

Mr. Foranp. I just wanted to put that in the record. 

Mr. Cutrre. Well, 1 am fully conscious of that problem, and I am 
sure that you can amplify on it. 

However, I should like to put in the record this very interesting 
statement: This drop in the Rhode Island fund during this 2-year 
period was due to action taken by the Legislature of Rhode Island, 
which adopted, at too belated a date, their program for reducing 
employer contributions. 

Mr. Foranpv. That is experience rating, you are referring to? 

Mr. Cutrre. In most States, in the original laws, they provided for 
an experience rate, founded upon the philosophy that if employers 
kept their employees steadily at work they would pay a lower tax, and 
that is in effect in many States. Rhode Island did not adopt any such 
provisions. Therefore, in Rhode Island the employers have had no 
financial incentive, insofar as this scheme is concerned, to provide 
steady work. 

When the Rhode Island fund had reached this peak of something 
over $50 million (excluding employee contributions) apparently the 
legislature took a position which was entirely too optimistic, and they 
took out some $25 million employee contributions and set up a sick- 
benefit plan, and provided for a reduction in employer contributions. 
This reduction was not in accordance with experience rating, which 
is based upon the record of each employer, as provided by the Social 

97697—52——19 
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Security Act, but the Social Security Board said it was in compli- 
ance with the Federal law. 

In my opinion, there is a very grave question as to whether the 
Rhode island provision does comply with the Federal law, but I am 
not a lawyer. 

At any rate, at that time (1949) the benefit disbursements climbed 
tremendously, so that the Rhode Island fund dropped to half of what 
it had been in 1947. The Rhode Island law then was changed so 
that now employers all pay the full 2.7 percent. 

I think it is fair to say that, just as Rhode Island’s experience par- 
allels the United States as a whole, for most of the period, with, of 
course, the variations to be expected for a single State contrasted 
with the entire country, just as there was a growth of both funds after 
bearing their own benefit payments over the first 10 or 12 years the 
law was in effect, there is no reason why the Rhode Island Legislature 
cannot meet their own problem now. 

They still have roughly $25 million in their funds, or did at the 
end of 1951. The benefit disbursements for the last 2 years have been 
at the rate of about $15 million to $16 million, which is just about the 
same rate as they have been collecting in taxes from the employers 
at the 2.7 percent rate; so that for 2 years the fund has been sub- 
stantially in balance. 

I should like to point out for the record that some of the States 
have provided for tax collections, on some employers, at a rate higher 
than 2.7 percent, under adverse conditions. 

I think the highest rate that was established was for the State of 
Wisconsin during the war period, when they had certain problems, 


and they established a temporary rate of 6 papaane! Boge many States 


have provided for 3, 3.6, or 4 percent on the taxable payroll, to be 
collected under certain conditions. Rhode Island has never had any 
such provision in its law. 

Just as Michigan did not need to become panic stricken by the 
decrease in its fund in 1946 and in 1950, Rhode Island should seek to 
handle its problems—after all, it has a larger balance now than it had 
in 1941 when we were entering World War II. 

Assuming that the Forand measure were passed and Rhode Island 
had the apparently limitless resources of the United States Treasury 
to finance its excursions into higher and higher benefit areas and, I 
might add, to have poor administration the end result is not difficult 
to see. Employers in States whose legislatures are careful to relate 
any proposed liberalizations to their resources, present and potential, 
would be required then to finance Rhode Island’s errors in judgment. 

How long such a situation could go on without having other States 
try to grab their share of the Federal fund is a moot question. The 
logical conclusion of such a process, extended throughout the country, 
could only lead to the demand for a nationalized system and the 
federalization goal pursued so avidly by those who advocate cen- 
tralized bureaucracy would be achieved. We could spend our time 
washing each other's linen. 

In the interest then of preserving the integrity of State unemploy- 
ment insurance systems I must respectfully request you to reject the 
Forand bill, H. R. 6954. 

There is also before you for consideration another bill, H. R. 4133, 
by Representative Mills which seeks the same principle objectives of 
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safeguarding the State funds, and earmarking the three-tenths per- 
cent tax now collected directly by the Federal Government for em- 
ployment security purposes solely. As I have indicated in my dis- 
cussion of the Forand measure, this earmarking is a useful and neces- 
sary first step in revising the present financing arrangements of un- 
employment imsurance and correcting the alleged weaknesses in the 
system. 

The proposed operation of the Millis bill, H. R. 4133, is shown 
by exhibit 6, the next chart. 

Under the Social Security Act, as you well know, employers, pay 
2.7 percent to the State’s fund, except as their experience rating 
allows the employer to pay less because of his favorable experience, 
that is, relatively few of his employees have drawn benefits. But I 
want to call to your attention this flexible dividing line between the 
reduction in tax due to experience rating and the amount actually 
paid to the State for benefit purposes. 

The employers pay three-tenths of 1 percent to the Federal Gov- 
ernment, and it is that three-tenths of 1 percent that is the subject 
of the Mills bill. I have blown this part of the chart up. 

This indicates that under the Mills bill the administrative expense 
of the State would be paid from the Federal Treasury as a present. 
Then, whatever is left would be divided 80-20, 20 percent of this 
balance will go into a revolving loan fund until the fund builds up to 
$50 million under the bill, and then if it is drawn down, further 
amounts will be paid until it gets up again to $50 million. Initially 
the 20 percent is for the loan fund, and the 80 percent of this balance 
would be returned to the States to be used by them for benefits, or 
for additional administrative expenses not approved by the Secretary 
of Labor or provided for here. 

1 understand Mr. Mills has indicated that he would like a clarifica- 
tion so that whatever goes back to the States would be expended under 
the control of the State legislature. I think that was implied in the 
bill, but it could be spelled out more clearly, undoubtedly. 

The Mills bill provides that any amount which is advanced to the 
State from the 20 percent described above is repayable by the State 
from future collections. Thus, the funds are made available to pro- 
vide unemployment benefits at a time when the State’s own balances 
in the Federal fund have become inadequate, and time is allowed for 
the State to rebuild its own funds and repay the Federal loan. Re- 
payment provisions are more specific than in the George loan fund. 

The amount credited to any State from the distribution of the 80 
percent part of the fund may be utilized by the State to strengthen 
is benefit fund or for administrative purposes beyond those for which 
it has received Federal approval and reimbursement through the estab- 
lished Labor Department provisions. 

The Mills bill is in basic harmony with the established policy of the 
Chamber of Commerce of the United States in that it utilizes the en- 
tire three-tenths percent collected hereafter for unemployment pur- 
poses of some kind and it establishes a Federal loan fund under con- 
ditions that call for repayment by the State within a reasonable time 
after the loan has been obtained. 
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Therefore, I can endorse the Mills bill as being a step in the right 
direction concerning the utilization of the three-tenths percent solely 
for unemployment purposes and assuring funds for the payment of 
benefits to all qualified unemployed persons even though the State’s 
own funds set aside for the purpose have become exhausted. 

Mr. Foranp. Right in that connection, Mr. Cliffe, if you have not 
mentioned it before, and if you have I have not heard it, of course if 
the State is unable to meet the repayment within a given time, then 
there is an additional tax placed on the employer. 

Mr. Curve. That is correct, and that is appropriate, because it puts 
the employers in that State on exactly the same level with employers in 
other States that have been subject to a tax of more than 2.7 percent, 
if their record were bad, and if there were a lot of benefits being paid 
out. 

HI! R. 3391, Mr. Forand’s bill, extends coverage of the Federal act, 
and hence forces State compliance, to employers of one or more, with- 
out any minimum qualifying duration of employment or earning pro- 
Visions. 

Mr. Mason. Does not H. R. 4133 do the same thing? 

Mr. Currre. That is my next sentence, Mr. Mason. The Mills bill, 
H. R. 4133, has an identical provision. I think they have exactly the 
same words. 

It is estimated that the provision would add about 10 percent to the 
number of employees, but add 100 percent to the number of em- 
ployers—thus vastly increasing the problems of State and Federal 
administration, collection, and record keeping, without bringing in 
much Federal revenue. Many employers would be subject to a Fed- 
eral tax of only 5 cents and spend as much in postage as they pay in 
tax. 

Therefore, the chamber recommends no change in the Federal 
coverage of eight or more, and allowing States as they see fit, to lower 
their coverage, as many States have done. 

You realize that one-third of the States already cover employers 
of one or more, but they usually put in a qualification that will be for 
employment for more than a mere casual period of time. 

Mr. Foranp. Mr. Cliffe, many of the States also have a clause in 
their law that automatically will go into effect if the Federal law is 
changed. 

Mr. Currre. That is quite right. There are a number of States 
having less than eight, that have six or four. That shows, Mr. Chair- 
man, they are moving in that direction; it is largely a problem of ad- 
ministration and of the type of employment in the State. Some 
States find themselves burdened with a tremendous number of very 
small employers, and how to collect tax from small employers is 
another question. 

Mr. Foranp. But it is the intent, at any rate. 

Mr. Cuirre. Yes; but I would like to have it done by State action, 
as fast as the States can handle the problem, and they are moving in 
that direction. It is not necessary for the Federal Government to 
use compulsion to get State action as indicated by the fact that the 
States have acted and are continuing to act in that direction. 

Mr. Mason. However, you would not object to Federal compulsion 
on that one matter, if the Federal social problem was liberalized as 
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the Mills bill provides. In other words, the Mills bill provides that 
four-fifths of what you would like to have, and the other one-fifth 
you are not objecting to too much, but you say maybe we will get to 
that, anyway, if we let the States act on it. Is that right? 

Mr. Ciirre. Not quite it. I think it would be more acurate to say 
that I am in sympathy with the Mills and Forand provisions for 
ney the employees of small employers, but I think the method 

v which it could be done would be better through State action with- 
out Federal compulsion. 

Mr. Mason. Then if you had your way you would suggest an 
amendment to the bill ? 

Mr. Currre. Exactly. 

Now, in summary, Mr. Chairman, the Chamber of Commerce of 
the United States is strongly opposed to H. R. 6174, the Dingell bill, 
and H. R. 6954, the Forand bill, for reasons stated above as steps 
toward further Federal encroachment on States’ responsibilities. It 
favors the Mills bill, H. R. 4133, as a step in the direction of 100-per- 
cent offset as a sound-loan fund. 

It considers it unwise to pee Federal coverage of small em- 
ployers as provided in H. R. 4135 and H. R. 3391. 

That is the end of my or: - vane ition, Mr. Chairman. I would 
like to present copies of the charts for the record. 

Mr. Foranp. Without objection, they will be included. 

(The statements referred to follow :) 
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Approximate Number of Years Benefits Could 
Be Paid from Available State Funds at Present 
Rate of Disbursement * 


State Years 
U.S.Average 9 


Alaboma__8 
Alaska 5 
Arizono___ 24 
Arkansas___9 
California, ___6 
Colorado___42 
Connecticut. 18 
Delaware __-17 
Dist. of Columbia 28 
Florida _____13 
Georgia___15 
Hawoii_ ss 
Idaho_____17 
Illinois 8 
Indiono_____18 
lowo__—— 34 
Konsas_____-18 


Stote  Yeors 


Kentucky__l2 
Lovisiono =-—séB 
Moine_ 7 
Maryland _13 
Massachusetts 3 
Michigon___10 
Mississippi__ 10 
Minnesota_ __ 4 
Missouri__19 
Montona__—‘4 
Nebraska__25 
Nevodao_ 9 
New Hompshire_4 
New Jersey __ 11 
New Mexico___27 
New York. sssd5 
North Corolina__{2 


State  Yeors 


North Dakota__9 
Ohio  _—s—s— 
Oklahomo____ 8 
Oregon 8 
Pennsylvania__10 
Rhode Island__2 
South Carolina __9 
South Dakota__15 
Tennessee. 8 
Texos__ ss 38 
Utoh__ 4 
Vermont__ 13 
Virginia___16 
Woshington___ 12 
West Virginia___10 
Wisconsin. __37 
Wyoming___16 


* Twelve-month period ending September 30, 1951 
Source: The Labor Market and Employment Security, P 50, 
December, 1951. 
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MAXIMUM WEEKLY BENEFIT 
AMOUNT, 1937 and 1951 
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MAXIMUM DURATION OF BENEFITS 
1937 and 1951 
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APPENDIX B 


The Chamber of Commerce of the United States is a national federation of 
3,151 trade associations and local chambers of commerce, which, in turn, repre- 
sent 1,450,000 individual businessmen. Because the chamber in membership and 
direct interests embraces every important activity in our economy; and, through 
its membership, small businesses as well as large, it presents the opinion of a 
cross section of our entire economy. ‘Thus, it is that policies of the chamber do 
not represent the views of some special group or particular interest, but are drawn 
from the diverse interests of the country as a whole and are voted by its member- 
ship. This voting, incidentally, is so regulated that no geographic concentration 
of interests or economic concentration of power can override the broader interests 
of the entire membership. 

Since the chamber of commerce is a democratic organization, and since its 
membership encompasses the widest range of interests, the members retain every 
right to express themselves as individuals. 


POLICIES ON SOCIAL SECURITY 


The following declaration of policy on the broad field of social security was 
adopted by our membership at its annual meeting in 1949. The sections particu- 
larly pertinent to this hearing are indicated by an asterisk. 


A. IN GENERAL 


*Employment a prerequisite—However desirable and necessary social security 
may be, it is no substitute for productive employment and, therefore, every effort 
should be made by business and other groups to encourage high levels of produc- 
tion and steady employment. 

Hazards to be covered.—Protection against periods of job and income losses 
should be provided either by voluntary or by governmental action. Social secu- 
rity provided by governmental action should be restricted to those major hazards 
of life concerning which individual effort has been demonstrated to be sub- 
stantially inadequate or impractical. 

*Level of protection —A social-security program should provide a minimum 
layer of basic protection against the major economic hazard with which it deals, 
and should be so designed and administered as to encourage additional savings 
and self-protection by the individual through his own efforts. 

*Role of State and local governments.—Every effort should be made to en- 
courage State and local governments to assume primary responsibility for social 
security in order to keep such activities close to the employers, to the employees, 
and to other taxpayers. 

Duplicating benefits —Appropriate legislation should be enacted to prevent 
unjustifiable duplications of payments under Federal and State insurance and 
benefit programs. 

*Exrperience rating.—The principle of experience rating, which provides an 
additional incentive to minimize the hazard involved, should be applied in every 
field of social security to which it may be appropriate. 

Considerations of cost.—The eventual costs of social security are bound to be 
large, and excessive costs would impair the basic economy upon which all security 
rests. Therefore, a primary consideration in evaluating proposals for social 
security benefits must be the impact of their persent and future costs upon the 
Nation's economy. 

Nondiversion of funds.—Funds collected for one social security purpose or 
program should not be diverted for use to support another purpose or program. 

Unified Federal administration.—All Federal activities in the social-security 
field should be centralized in one Federal agency or department (which might 
also deal with other matters). This agency should be unbiased—not devoted to 
advancing the interests of any particular group in our national life. 

Avoidance of discrimination.—To the utmost feasible extent, social-security 
programs should be uniform and nondiscriminatory. Special discriminatory 
programs for special groups, in particular, should be avoided. Existing Federal 
legislation providing the special discriminatory social-security system for rail- 
road employees should be repealed, with suitable transitional provisions; and 
railroad employees should then be included within the coverage of appropriate 
general social-security programs. 
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B, FEDERAL OLD-AGF AND SURVIVORS INSURANCE AND RELATED PROGRAMS 


Coverage extension—The system of old-age and survivors insurance, as ex- 
tended in 1950, now covers about 75 percent of the workers of the country. As 
experience is gained with the administration of the system, further extension 
should be made to noncovered groups to the extent feasible. Governmental and 
railroad employees should promptly be brought under the old-age and survivors 
insurance system (adopted 1951). 

Benefit level —The benefit level under old-age and survivors insurance should 
be in line with the program’s objective of providing a minimum layer of basic 
protection, thus leaving ample opportunity tor the provision of additional pro- 
tection through private initiative (adpted 1951). 

Financing.—The tax schedule of existing law supporting old-age and survivors 
insurance should be periodically reviewed in the light of changing conditions 
(adopted 1951). 

Governmental employees.—When governmental employees are covered under 
old-age and survivors insurance, the civil-service retirement system and the many 
other Federal, State, and local systems for such employees should be revised 
to provide supplementary protection (if such protection is desired), just as the 
staff retirement plans of other employees have been revised. 

Total and permanent disability benefits —Voluntary agencies and the State 
public assistance systems, in conjunction with the State vocational rehabilitation 
agencies, offer the best means of providing for the totally disabled. No Federal 
system of total and permanent disability benefits should be established either in 
connection with old-age and survivors insurance or otherwise. 


Cc. EMPLOYMENT SERVICES 


In general.—Efficiently operated employment exchanges perform a_ useful 
economic function. The operation of public employment services is a proper 
activity for State and local governments, and may be supplemented by com- 
mercial employment offices, subject to appropriate State or local regulation. 

State operations.—The State public employment services should remain uncer 
State jurisdiction. All public placement operations (other than the operations 
of local governments) should be consolidated with such services. The consoli- 
dated services should be conducted pursuant to the public policies of the individ- 
ual States. 

Federal activities —Employment service and unemployment compensation ac- 
tivities are organically related to each other, employment services thus forming 
an integral part of social security. Accordingly, all Federal employment service 
activity should be conducted in the same unbiased Federal agency which should 
house all other social-security activities. 


D. UNEMPLOYMENT COMPENSATION 


*In general.—The authority now exercised by the Federal Government over 
the system of Federal-State unemployment compeusation should represent the 
maximum limits of Federal authority in this field. 

*Coverage.—The feasibility of extending unemployment compensation to em- 
ployees of smaller employers has been demonstrated in several States. There- 
fore, the State unemployment compensation laws should be extended to em- 
Pployers of one or more where the State law now covers the occupation or 
industry. 

*100 percent offset plan—The percentage of State unemployment compensa- 
tion contributions (including experience-rating credits) which an employer may 
offset against the Federal unemployment tax should be increased from 90 per- 
cent to 100 percent. Each State should then pay the administrative costs of its 
own unemployment compensation system, as well as the costs of the State em- 
ployment service, by appropriation of the State legislature from the receipts of 
the State system. Appropriate existing standards of Federal law concerning 
the provisions of State laws and their administration should be continued as 
conditions for employers to receive Federal tax credit. 

*Emergency loan fund.—The present temporary provisions authorizing emer- 
gency Federal! loans to States for unemployment benefits should be continued, 
These provisions properly recognize that the excess of Federal unemployment 
compensation revenue over administrative costs should be available solely for 
unemployment compensation purposes. 
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*Benefit amounts.—The few States whose unemployment benefit amounts and 
duration are still comparatively low should review and revise their benefit sched- 
ules, insofar as the condition of the reserve funds permits. In order to retain 
a proper incentive for the beneficiary to accept suitable employment, however, 
benefit schedules always should provide a proper differential between the indi- 
vidual's benefits and his normal wages. 

*Proper nature of exrperience-rating provisions.—Experience-rating provisions 
should be so drafted that— 

(a) The individual employer is given a direct incentive to provide steady 
jobs ; 

(b) Sound administration of the law is promoted; 

(c) Tax rates applicable to different employers closely reflect the amount 
of compensable unemployment attributable to their operations; and 

(d) Insofar as possible, any tax increases necessary to replenish the fund 
would not be concentrated in periods of widespread unemployment. 

*Liberalization of erperience-rating provisions.—States whose unemployment 
compensation benefit amounts and durations are now adequate, and whose re- 
serve accounts are larger than is necessary to meet any likely demands upon 
them, should review their systems with the objective of reducing contributions 
through appropriate revisions of their experience-rating formulas. 


E. CASH SICKNESS BENEFITS 


Voluntary protection—Employers should be encouraged to make available 
protection for their employees against wage loss due to nonoccupational dis- 
ability, under such distribution of costs as may be mutually satisfactory to the 
employer and employees 

Condition for compulsory legislation.—-No compulsory legislation should be 
enacted at the State or Federal level unless it should become clear that efforts 
to provide voluntary protection against wage loss due to nonoccupational disa- 
bility have left substantial gaps in coverage. 

Role of State and local governments.—Should future events demonstrate that 
voluntary efforts have failed, and that the public interest requires a compulsory 
program, then such a program should be adopted through proper action in the 
States. No Federal legislation should be enacted in this field. 

Nature of compulsory legislation._-_In the event legislation as indicated above 
is to be enacted, it should conform to sound insurance principles and practices 
(including the principle of experience rating), should be administratively prac- 
tical, and should provide for private insurance~(including self-insurance) as an 
instrumentality for paying the benefits under the law. 


F. HEALTH AND MEDICAL CARE 


Fostering good health.—The Chamber of Commerce of the United States is 
keenly interested in fostering the good health of the American people. Our 
past efforts in encouraging and supporting health activities will be vigorously 
continued ; and we urge that other voluntary groups continue and expend activi- 
ties holding reasonable promise of improving the Nation’s health. However, 
there is no evidence of a present crisis in the health field. Past efforts toward 
improving the Nation’s health, as reflected in mortality statistics and by other 
evidence, have been amazingly successful. There is every reason to expect 
continued improvement. 

Community health activities —Etfforts to improve the Nation's health desir- 
ably should center at the community level. Accordingly, we urge local business- 
mmen and others concerned to take all feasible steps to support community health 
activities, including support for local health groups. Businessmen should also 
continue to participate actively in developing the arrangements needed to keep 
local activities on a sound and an increasingly effective basis. 

Alleviating local shortages.—There are shortages of health personnel and of 
heaith facilities in some areas. We favor, and will support, all sound local 
steps designed to alleviate these shortages. 

Vedical care for the indigent.—The provision of medical care for the indigent 
is basically a responsibility of the local community. Local and State legislation, 
designed to make adequate medical care available to the indigent, should be 
enacted where needed by local communities to supplement voluntary charities. 

Public health activities.—Much of the health progress of recent decades is at- 
tributable to the effectiveness of public health work. Important contributions 
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have been made at all governmental levels—Federal, State, and local. Each level 
has a role to play in the public health field; there are tasks for which each is 
particularly fitted. Sound, well-thought-out legislation, designed to strengthen 
public health work at each level, should be supported. 

Voluntary prepayment insurance—The remarkable growth of voluntary, 
nonoccupational prepayment insurance in recent years has been of great value 
in enabling individuals and groups to meet the cost of modern medical care. 
Such insurance, usually on a payroll-deduction basis, is now widely available 
both through the indemnity contracts of insurance companies and through the 
service contracts of nonprofit plans. These voluntary efforts should be encour- 
aged. In particular, employers are urged to establish prepayment group in- 
surance plans to aid employees in better meeting their health needs, under such 
distribution of costs as may be mutually satisfactory to the employer and 
employees. Also, the Federal Government should remove present restrictions 
preventing Federal employees from obtaining prepayment insurance protection 
on a payroll-deduction basis. 

Avoidance of compulsory insurance-—Proposals for compulsory medical care 
insurance (socialized medicine) are Opposed because the adoption of any such 
proposal would operate to reduce the present high standards of medical care in 
the United States to a uniform level of mediocrity. Such action would largely 
destroy the complex, cooperative interrelationships among the many existing 
voluntary and governmental bodies now active in the health field. 


G. PUBLIC ASSISTANCE 


Temporary Federal participation—The present system of Federal grants to 
States for public assistance should be recognized as a temporary expedient. The 
States should assume an increasing proportion of the costs of public assistance 
as the beneficiary rolls of the Federal old-age and survivors insurance program 
expand. Eventually, the entire costs of such assistance as is needed to supple- 
ment old-age and survivors insurance should be borne by the States and their 
local subdivisions. 

Formula for Federal grants—The existing temporary formulas for Federal 
grants to the States for public assistance should be retained pending adoption 
of legislation to effectuate the principles stated above. The adoption of any 
variable-grant formula is undesirable. 


APPENDIx C 


EXTENSION OF STATEMENT OF FRANK B. CLIFFE FoR THE CHAMBER OF COMMERCE 
OF THE UNITED STATES 


The bill is similar to proposals advanced for much the same reasons and 
rejected by the Congress, in 1942, 1944, and 1945. Federal intervention to raise 
the levels of unemployment compensation provided by the States is again being 
urged on the assertion that it is needed to cope with unemployment caused by 
transition to military production. The earlier counterparts of the Dingell bill 
were supported by estimates of unemployment which later proved to have been 
grossly exaggerated. There are indications that the same is true of the current 
bill. 

The reasons for the bill, stated in its preamble, are that industrial mobiliza- 
tion for defense production is causing serious unemployment in some localities, 
that the present benefits provided by State laws are inadequate, and that it is 
unfair to pay so little to employees who have been idled in the national interest. 
The increase in benefits is to “prevent the imposition upon workers (in those 
States where such unemployment has become critical) of an inequitable share 
of the burden of the defense program.” 

The provisions of the bill are quite simple. It would become operative in a 
State when its governor certified that “within one or more labor market areas 
of his State, there exists substantial unemployment * * * with no pros- 
pect of immediate reemployment * * *,” provided the Secretary of Labor 
agreed with the governor's certification. Subject to annual renewals, it would 
remain operative for the duration of the present defense emergency, and it 
would apply to all unemployed workers in the State. 

The bill thus reveals in its first few paragraphs that it is not intended to be 
limited to the assistance of the so-called conversion unemployed. It is very 
apparent not only that the bill could affect all employees in a given State but also 
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that it could very soon become uniformly operative throughout the country. Few 
State Governors, if any, would fail to find some one or more areas of “substan- 
tial unemployment * * * with no prospect of immediate reemployment” in 
their States. 

Thus, substantial unemployment in any labor-market area of a State could 
make supplemental Federal unemployment benefits available throughout the 
State, regardless of the general situation throughout the remainder of the State. 
Furthermore, the funds are available regardless of the cause of the “substantial 
unemployment” in the labor-market area or the reason why there is “no prospect 
of immediate reemployment.” 

The Economic Report of the President, transmitted to the Congress in January 
1952, describes two kinds of unemployment—defense unemployment and non- 
defense unemployment—each of which affects certain labor-market areas. The 
report states (p. 114): 

“Although the national total of unemployment remained at a low level through- 
out 1951, a number of areas have serious unemployment problems. Many of these 
areas concentrate on one or two major types of industrial activity ; for example, 
texti’es in Lawrence, Mass., and coal mining in Scranton and Wilkes-Barre, Pa. 
The defense production program has not had much impact on such areas. With- 
out a substantial increase in demand for the products of these areas, a continu- 
ance of the problems confronting them is likely. 

+ 7 . . * . e 

“A special type of defense unemployment which has become acute in some metal- 
using centers has resulted from a discrepancy between expanding defense and 
contracting civilian work. Certain industrial areas, such as Detroit, have been 
hard hit by this development. Despite the efforts which the Government is 
making, the unemployment problem in some of these areas will, unfortunately, 
continue in 1952. 

“To alleviate this problem, the Director of Defense Mobilization is appointing 
an interdepartmental committee of production, procurement, and manpower agen- 
cies to assist in dovetailing civilian industry cut-backs with defense expansion 
on an area and industry basis.” 

H. R. 6174 would make Federal supplementary payments equally available to 
both types of areas just described. Thus, manitestly, whatever may be the merits 
of providing at Federal expense supplemental benefits to persons whose unemploy- 
ment may be attributable to defense dislocation, the basic issue and effect of 
H. R. 6174 is much broader. For it would provide benefits from general Federal 
revenues to all individuals covered under Siate_unemployment-compensation sys- 
tems in any State with any area of substantial unemployment and regardless of 
the cause of this unemployment. 

The period during which these supplementary payments could continue is 
uncertain, but might be for a decade or more. The payments are authorized for 
an “emergency,” which the bill defines as coptinuing until the President “pro- 
claims the emergency declared by Proclamation 2914 * * * to have termi- 
nated or in which the Defense Production Act of 1950, as amended, is terminated, 
whichever date is later * * *.” While without further congressional action 
the act referred to will terminate next June, the “emergency declared by Procla- 
mation 2914” may not be proclaimed as terminated within the next decade. This 
proclamation Cceclares an emergency to exist not only because “events in Korea 
and elsewhere constitute a grave threat” but because “world conquest by Com- 
munist imperialism is the goal of the forces of aggression”; and “if the goal of 
Communist imperialism were to be achieved, the people of this country * * * 
would no longer enjoy the blessings of freedom.” 

Accordingly, the proposal, while in the form of emergency legislation, may be 
practically regarded as a proposed long-time commitment. 

Furthermore, the termination of the present defense emergency would be no 
practical reason for terminating a program of Federal unemployment-benetit 
payments to multitudes of persons whose unemployment is not attributable to an 
emergency defense program, but instead to conditions existing prior to and inde- 
pendently of it. 

Since the bill could quickly become operative for all the unemployed throughout 
the country, its true effect will be to override the judgment of all State legisla- 
tures as to the necessary and proper weekly amount of benefits to be paid. This 
is the essence of federalization, a complete repudiation of the judgment and 
responsibility of the State legislatures. 

When the bill became operative in a State, it would, except as noted below, 
increase all of the benefit checks otherwise payable in that State by 50 percent 
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or more. In Michigan, for example, it would increase the “maximum primary 
weekly benefit rate” by 50 percent, from $27 to $41, and it would increase the 
dependents’ allowances from $2 to $4 for each of four children. If the Michigan 
Legislature were to increase the schedule of benefit rates or the dependents’ 
allowance, the Federal supplement would increase correspondingly. The com- 
bined State and Federal payments are limited to 65 percent of wages for em- 
ployees without dependent children and on a graduated basis up to 75 percent of 
wages for those with four or more dependents. 


THE ACTUAL NEED FOR TIIE BILL 


The unemployment figures used by its proponents are exaggerated, and the 
forecasts ure open to serious question. State benefit levels have more than kept 
pace with increases in the cost of living and in wage levels (see exhibit 4 in appen- 
dix I). They are more adequate now than they were during the conversion and 
reconversion periods of World War II. There is no more than a minimum rate 
of exhaustions of unemployment benefits, 


EXTENT OF UNEMPLOYMENT 


From the start, Michigan has been the prime example used to try to show a 
need for Federal supplementary benefits. There is no national unemployment 
problem, nor is any likely to develop. 

For the entire country, unemployment claims are at a very low level. During 
December 1951, the last month for which figures are available, a total of about 
1,400,000 persons filed claims for unemployment benefits. This compares with 
2,730,000 in January 1950. On January 19, the Secretary of Labor announced 
that the tight manpower situation had eased off temporarily, but jobs will be 
harder to fill than ever by spring. Mr. Tobin said “the over-all outlook is for a 
tightening of the labor supply as seasonal forces expand job opportunities this 
spring and summer and as defense production gains momentum.” 

While the unemployment situation in Michigan is somewhat less satisfactory 
than for the country as a whole, it is not nearly so bad as it is being painted by 
the advocates of the bill. Unemployment in Michigan hit a minor peak in the 
first week of January 1952. At that time many employees in the auto industry 
were out of work during model changes. Since then, the claims load has declined 
for three successive weeks. The claim figures for the first 6 weeks of 1952 are 
as follows: 


Claims filed 


| 


In Detroit | In Michigan 








Jan. 3.... tlie =e : aaan , 69, 000 130, 000 
Jan. — és ée . 63, 500 124, 250 
Jan. 53, 750 108, 500 
Jan. : 55, 250 | 102, 650 
Jan. 31...... ' —_ ——— 59, 157 | 105, 350 
Feb. : ae ‘aniline nignin . aed opaine 55, 906 | 102, 850 


These claims figures are by no means unprecedented or critical for either Detroit 
or Michigan. They correspond to the normal seasonal trend for this time of 
year, as shown by exhibit 1 in appendix I. For the entire month of January 
1950, the weekly claims load averaged over 130,000. January 1952, is only 
114,000. Further, Michigan claims had averaged 125,000 or more per week for 
three consecutive months at the turn of 1950-51. 

There have been periods in the past when the Michigan act has weathered 
without Federal assistance much more serious unemployment than now exists. 
For 4 months at the start of 1942, and for 9 months following VJ-day, the 
average weekly number of claims remained continuously over 100,000, In 
October 1945, a peak of 265,000 claims per week was handled. Even in periods 
of high employment it is characteristic for Michigan to have a minimum of 
40,000 on the unemployment compensation rolls. 

The country as a whole has no serious unemployment problem, and the pros- 
pects are for a progressively tighter labor market. Michigan, at- present, has 
a moderate, but dwindling labor surplus. There is no such emergency in Michi- 
gan as would justify or require Federal intervention at this time. It is still to 
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be hoped that a constructive solution, in terms of more rational allocation of 
materials and speeding up of defense work, will be worked out before the second 
quarter of 1952. It would certainly be much better for the country to press for 
a solution which will restore employees to productive work than to pay more to 
maintain them in unproductive idleness. 


ADEQUACY OF THE STATE LAWS 


Benefit levels have more than kept pace with the cost of living, and the dollar 
amounts have been repeatedly increased. This is particularly true in Michigan 
which has for many months been paying consistently the highest weekly benefits 
of any industrial State and is now paying a higher average weekly benefit than 
any State by more than $2. 

Exhibits 2, 3, and 4 in appendix I show that Michigan’s benefits have been 
repeatedly liberalized, that its average benefit is far ahead of the national 
average and of other States and that its average benefit check has increased more 
rapidly than the cost of living. Benefits paid in Michigan have not only kept 
pace with the increase in the cost of living, they have also kept pace with the 
general increase in wage levels. 

In 1941, the first year for which statistics are available, the average benefit 
check in Michigan was $12.75. This was equivalent to 31 percent of average 
gross weekly earnings ($41.59) of all employees in manufacturing. The present 
average benefit check is $27.08 (October 1951). This is equivalent to 36 percent 
of average gross weekly wages ($74.23) paid in manufacturing (January- 
October 1951) and a higher percentage of the wages of those who qualified for 
benefits. 

Putting this another way, average weekly wages have gone up 78 percent in 
the 10 years since 1941. The average weekly benefit check has gone up by 112 
percent. These are averages. Here are the percentages of gross and take-home 
wages received by individual claimants at specific wage levels under the present 
Michigan law, without Federal supplementation. 








Weekly benefit check 





Claimant with no Claimant with 4 or more 
dependents dependents 





Percent of Percent of Percent of Percent of 
gross Take-home! gross Take-home! 








Level of weekly wages: 
$20 


65 | 90 108 
67 | 93 102 
57 | &5 
53 | 68 74 
36 47 5 











1 Take-home wages are gross wages minus Federal withholding and socia}security taxes, $3 for transporta- 
tion and meals and for brackets over $50, $0.50 for union dues. 





Obviously, the Dingell bill will result in Federal payments only to those with 
the higher wage levels as the others already exceed the 65-75 percent ceiling. 
(See exhibits 6 and 7 in appendix I.) 

The benefit scale is weighted in favor of the lower-paid worker but this is in 
keeping with the objective of using the available funds to provide a broad level 
of subsistence coverage during unemployment. The program was never intended 
to go beyond this objective. 

Assuming that the bill is essentially directed to the alleged inadequacy of 
State systems, its provisions are very inappropriate. Its supplements would be 
largest where the State benefits paid high wage earners are largest, and 
the proposed supplements would be smallest in States whose maximum benefits 
are smallest. In States where the maximum benefit is presently $20 per week, 
the maximum supplement would be $10, making a total of $830—an amount less 
than is already provided under some State laws indicated as “inadequate” by 
section 2 of the bill. In “inadequate” States presently paying a $30 maximum, 
the maximum Feceral supplement would be $15, making an aggregate maximum 
weekly benefit of $45. In States with higher maxima, the proposed Federal 
supplement and total benefit would be still larger. 
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DANGERS OF SETTING BENEFITS TOO CLOSE TO WAGES 


The record is clear that Michigan and the other States have raised their 
benefits as rapidly as they felt it safe and constructive to do so. They have 
had to keep in mind at all times the necessity of maintaining a substantial 
cash incentive for the unemployed employee to seek and accept work. The 
advent of Federal withholding taxes and their increasing amounts are factors 
which are too often overlooked when judging the amount of benefits which can 
safely be paid without too seriously discouraging people from accepting work. 
Since benefits are tax-free, they are much more attractive than they appear 
when related to gross wages. 

This can be shown by example. Under the Moody-Dingell bill, an unmarried 
Michigan employee who earns $60 per 40-hour week would receive a tax-free 
weekly benefit of $39 (65 percent of his gross wages) while unemployed. This 
employee's take-home pay for working will be no more than $46 after deducting 
a withholding tax of $9.60, a social-security tax of 9) cents, and $3.50 as a 
modest estimate of the other costs of working such as transportation, lunches, 
and union dues. Thus, his cash incentive to work a full week at his regular 
job is only $7, or 17 cents per hour. Leisure is often worth more than 17 cents 
per hour to a man or woman who has no family obligations. Since the benefits 
for employees with dependent children are almost equal to their take-home pay, 
many such employees would have an incentive to work only if they were anxious 
to pay some Federal taxes and union dues, 

While the increased level of benefits proposed under the Moody-Dingell bill 
might not, as a practical matter, seriously discourage employees from returning 
to their regular jobs when they reopened, it would certainly discourage them 
from accepting interim employment either in their own locality or elsewhere. 
Thus, the bill would actually increase the number of unemployed at the expense 
of the Federal budget and of the total national product. 

In the propaganda for this bill, much emphasis has been placed on the 
inadequacy of a maximum benefit rate of $27 for men with family obligations. 
The Michigan law provides an allowance of $2 per week for each dependent 
child up to four children. So the family man draws a benefit up to $55 per 
week. This is seldom mentioned. As a matter of fact, past experience shows 
that two-thirds of Michigan claimants have no dependent children. Therefore, 
this bill would benefit primarily those individuals (about 60 percent of the male 
claimants and 938 percent of the female) who have no dependent children. These 
are the least satisfactory unemployment compensation risks, both because of 
their personal circumstances and because their wages for working are subject 
to the biggest Federal withholdings, 


HOW SERIOUS IS THE PROBLEM OF EXHAUSTIONS? 


The proponents of the Moody-Dingell bill, in their efforts to mashal favorable 
public opinion, have publicized the fact that 40,000 Michigan employees used up 
all of their unemployment benefit rights in 1951. It is hard to see the significance 
of this figure as a reason for passing the bill, since there is no provision in 
it to extend the duration of the benefit payments. Perhaps the authors have 
recognized the fact that the 40,000 exhaustions in 1951 actually represent an 
extremely favorable rate for Michigan and give no support at all to their case. 

There are always many individuals, in the best of times, who use up their 
unemployment benefit rights. These include employees who have just entered 
the labor market and have only limited benefit credits; employees having very 
limited employability, such as pensioners; employees who find it advantageous 
not to work while benefits are available; and employees who have permanently 
withdrawn from the labor market but are concealing that fact for the purpose 
of collecting unemployment compensation. 

According to the United States Department of Labor, the duration of unem- 
ployment compensation “should be sufficient to enable the great majority of in- 
sured workers to find suitable work before exhausting their benefit rights, under 
normal or recession conditions, In statistical terms, the benefit period should 
be long enough to insure that no more than 25 percent of the beneficiaries exhaust 
benefits under recession or better conditions.” * 


1Tnemployment Insurance: Purposes and Principles, U. S. Department of Labor, 
December 1950, p. 7 
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Michigan’s experience surpasses this somewhat rigorous standard, both for 
1950 and 1951. In 1950, only 20.7 percent of the Michigan beneficiaries used up 
their benefit rights. This was the lowest rate of all the States. But in 1951, 
with the number of exhaustions dropping to 40,000, Michigan reduced its exhaus- 
tion rate from 20.7 percent to about 10 percent. 

Those who use this figure of 40,000 exhaustions in 1951 to show the purported 
inadequacy of Michigan's law assume that these 40,000 people remained unem- 
ployed after using up their benefits. Several State studies have shown that about 
one-half of the employees who exhaust their benefits go to work in a very few 
weeks thereafter. Michigan’s law provides 5 months of benefit payments for 
nearly all industrial workers. This duration has been ample, even by liberal 
Federal standards, in 1950 and 1951. It is sufficient to cover the likely period of 
readjustment for employees who become unemployed in 1952. 

Michigan is able to do for itself whatever needs to be done to meet the present 
and prospective unemployment situation. If the legislature decides that higher 
benefits are in order, Michigan's fund of over $325 million is in good shape to 
carry the load. (See exhibit 5 in appendix I.) 

The bill argues that the cost of benefits for conversion unemployment should be 
borne by the Federal Government as a cost of the defense program. Whatever 
benefits are paid now under the Michigan act will be financed by higher un- 
employment taxes on employers who will shortly be primarily engaged in 
defense production work. Thus, the cost of rebuilding the fund after paying 
benefits to the conversion unemployed will automatically become a cost of the 
defense production program, without any special action by the Federal Govern- 
ment. 
PROBABLE COST OF THE BRILL 


The authors of the bill estimate that its cost would be about $200,000,000. 
Considering how difficult it would be for any governor to deny the unemployed 
citizens of his State access to the Federal Treasury under the bill, it is reason- 
able to base cost estimates on an assumption of nearly universal acceptance. 
In 1950, the total unemployment compensation benefit payments for the whole 
eountry were $1.4 billion. Assuming the proponents of the bill are at all close 
in their estimates of impending unemployment, the cost could be well over a 
billion dollars in a single year. 

This direct cost would be augmented by indirect cost. As previously ex- 
plained, the high benefit levels, which would apply to all employees in the State 
(not just to the “eonversion nnemployed”), would deter many marginal em- 
ployees from accepting available productive work. Tis would actually in- 
crease the volume of unemployment and costs to the Siate funds, and would 
also reduce the national product. 


EFFECT OF THE BILL ON THE INTEGRITY OF STATE LAWS 


Snactment of the Moody-Dingell bill would be an irretraceable step toward 
permanent and complete federalization of the State unemployment compensa- 
tion laws. Both its political and union sponsors are committed to complete 
federalization. 

While the bill itself provides for no direct Federal control over State legis- 
lation, nevertheless it bears within it the seeds of ultimate and certain abdication 
by the States of their jurisdiction in this field. The bill would presumably be 
applied generally throughout the country. Every State at some time has some 
depressed area in it which would justify the governor in certifying his State 
for participation in the distribution of Federal money. It would be politically 
impractical for a governor to fail to put his State in line for the payments. 

As soon as the Federal money became available on a proportionate basis in a 
given State, there would be an increase in the pressure upon the State legislatures 
to increase the levels of State benefits, so as to bring in more Federal money 
without regard to the ultimate effect on Federal tax increases necessary to meet 
these new obligations. The availability of Federal money as an immediate pres- 
sure for unsound liberalization of State laws would be followed by an even more 
powerful pressure at the expiration of the Federal program. It would be futile 
to expect that the States would or could return to their former benefit scales 
at the end of the Federal program. The States would he forced to liberalize 
their rates to meet the standard created by the temporary Federal payments. 
Since henetits on that scale could not be financed in many States without sub- 
stantially increasing the existing range of employer tax rates, there would be 
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a strong demand from employees and some employers for the Federal Gov- 
ernment to continue permanently to share the cost of unemployment compensa- 
tion payments. 

There should be ne illusions, on the part of anyone aware of the mounting 
load of Federal grants-in-aid in this field and of the objectives of those sponsor- 
ing this legislation, that permanent Federal sharing of unemployment compen- 
sation costs could be achieved without complete abdication of responsibility 
on the part of the State legislatures and administrators. When the States 
start to ask the Federal Government to help them pay for their unemployment 
compensation costs, they are inviting the most detailed Federal controls over 
such State matters as the amount of beneiits to be paid and the conditions of 
payment, the amount of benefits to be paid and the conditions of payment, the 
amount of taxes to be collected from employers and the method of assessment, 
and the methods of administration. Once these Federal purse-string controls 
are established, the substance of State responsibility will be gone. Complete 
and open federalization would then be au anticlimax. 

State unemployment-compensation reserves have reached an all-time high of 
nearly $8 billion, while the United States Treasury is moving into a period of 
deficit spending again. ‘This would seem to be no time to add to the deficit or to 
increase Federal taxation, especially in the light of the foregoing analysis show- 
ing the States’ ability to meet the spotty unemployment problems. (See exhibit 8 
in appendix I.) 

CONCLUSION 

Over the years the unions and many Federal administrators have been resource- 
ful in the extreme in attacking the integrity of the Federal-State cooperative 
system of unemploment compensation. The current proposal plays on the fears 
and insecurity of employees and on the public irritation at Federal bungling of 
defense planning to make a superticially plausible and politically advantageous 
case. 

It thus appears that the bill starts with “findings” that are not in accordance 
with the facts; proceeds from these shaky foundations to offer an unsound 
solution to a nonexistent need and to approach by devious means an objective 
that Congress rejected in 1935, and has repeatedly rejected in subsequent ses- 
sions. I must therefore, on behalf of the Chamber of Commerce of the United 
States, request you to reject the Dingell bill, H. R. 6174. 

Mr. Foranp. Mr. Granger ? 

Mr. Grancer. The reason these bills are introduced is because of 
the situation primarily in Rhode Island and Michigan; is that true? 

Mr. Cuirre. I think that is correct. 

Mr. Grancer. In those States has there been any time when the 
States have ceased to make payments? 

Mr. Cutrre. There has been no time in any State, including Rhode 
Island and Michigan, when there have not been funds available to 
pay all the benefits to which the employees in the States have been 
entitled. 

Mr. Grancer. Is the problem of the employee, then, that his trouble 
is that the 26 weeks has run out; is that his trouble? 

Mr. Cuirre. No. I think the problem is basically illustrated by 
exhibit I when unemployment shows a rise. It was diflicult to deter- 
mine how high it would go. This is indicated on chart No. 1, that in 
January of this year the claim load in Michigan was rising, and per- 
haps there was a feeling that they might get to a point such as they 
had in 1949, or as it was in 1946, which is prior to the period covered 
by this chart. It seems to me that the advocates of more Federal 
control over State activities seized the opportunity to propose particu- 
larly the Dingell bill as a means of accomplishing their objective of 
getting stronger Federal control over State operations, and having 
an excuse, and it only required an excuse to get a bill that might be 


introduced. 
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Mr. Granoer. So as an emergency measure it would have no effect ? 

Mr. Currre. There has been no need of it at any time since the 
Social Security Act was passed. The funds are stronger now than 
then. . 
Bear in mind the benefits under the Federal Social Security Act 
started when the States had been collecting tax for only a short pe- 
riod of time when their reserve balances were much smaller than they 
are now in Rhode Island, in Michigan, and in every other State. That 
is, when the amount of experience and knowledge that we had was 
much less than it is now. 

Mr. Mason. We have had a very statesmanlike presentation from 
you of the problems confronting this committee. 

Mr. Foranp. Thank you, Mr. Cliffe, for your presentation. 

Mr. Cure. Thank you very much, sir. 

Mr. Foranp. Is the representative of the Colorado State Chamber 
of Commefce present ? 

Mr. Miner. I am. 

Mr. Foranp. Mr. Miner, will you give your full name and the ca- 
pacity in which you appear for the purpose of the record? 


STATEMENT OF RALPH MINER, ON BEHALF OF THE OHIO MANU- 
FACTURERS ASSOCIATION AND THE OHIO CHAMBER OF COM- 


MERCE 


Mr. Miner. My name is Ralph Miner. I am assistant secretary 
of the Goodyear Tire & Rubber Co., Akron, Ohio. I am a member of 
the advisory council of the Ohio Bureau of Unemployment Compensa- 
tion. I am appearing here on behalf of the Ohio Chamber of Com- 
merce and the Ohio Manufacturers’ Association and I am also au- 
thorized to speak on behalf of the State chambers of commerce of 
Alabama, Arkansas, Colorado, Connecticut, Deleware, Florida, Idaho, 
Kansas, Maine, Missouri, Montana, New Jersey, Oklahoma, South 
Carolina, Virginia, East Texas, West Texas, and West Virginia. 

I have also been asked to represent the Mississippi Economic Coun- 
cil and the Empire State Association of Commerce. The Cincin- 
nati Enquirer has also asked that they be recorded as being represented 
here. 

I am appearing before you today on behalf of these employer 
groups in support of H. R. 4133, the Mills bill, and in opposition to 
H. R. 6174, the Dingell bill, and in opposition to H. R. 6954, the Forand 
bill. 

With reference to the Dingell bill, H. R. 6174, I appeared before 
the Senate Committee on Finance on February 20, 1952, in opposition 
to S. 2504 which I believe contains the same provisions as H. R. 6174. 
Our objections were that the bill would inevitably federalize the 
unemployment insurance systems and destroy the present quite sat- 
isfactory system of State administration. Also, that the States them- 
selves are the best judges of a proper scale of benefits adapted to their 
local conditions and respective economies. 

This bill also provided a scale of benefits so high that in many cases 
there would remain little or no incentive to the individual to seek 
work rather than receive benefits. When unemployment insurance 
benefits become so high as to destroy this incentive then the law op- 
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erates to defeat its own purpose. To save the time of your committee 
I will not go into any detail about this bill other than to offer for 
insertion in the record a copy of the testimony submitted to the Senate 
Finance Committee. 

Mr. Foranvp. Without objection, that will be inserted. 

(The matter above referred to is as follows :) 


(This statement, originally filed in opposition to S. 2504 (Moody bill), com- 
panion bill to H. R. 6174, is also filed in opposition to H. R. 6174.) 


STATEMENT BY RALPH H. MINER, ASSISTANT SECRETARY OF THE GOODYEAR TIRE 
& Rupser Co. or AKRON, OHIO 


I am Ralph H. Miner, assistant secretary of the Goodyear Tire & Rubber Co. 
of Akron, Ohio. I am a member of the advisory council of the Ohio Bureau of 
Unemployment Compensation. I am a member of the board of directors of the 
Ohio Chamber of Commerce, vice president of the Ohio Manufacturers’ Asso- 
ciation, and serve on the social security committees of both of these organizations. 

On behalf of these employer groups I wish to register vigorous opposition to 
S. 2504 or any other similar bills which may come before you providing for 
Federal supplementary funds to claimants for State unemployment compensation 
benefits. 

I have also been asked to have recorded the opposition to this bill of the 
State chambers of commerce of Alabama, Colorado, Florida, Idaho, Kansas, 
Maine, Missouri, New Jersey, Pennsylvania, South Carolina, Virginia, and West 
Virg uwia, and also that of the Mississippi iconom.c Council, and also the Em- 
pire State Association of Commerce, Albany, N. Y., and the New York Chamber 
of Commerce; also that of the Chambers of Commerce of East Texas, South 
Texas, and West Texas. 

I think some of these organizations have already submitted written state- 
ments to the chairman with respect to this bill. The communications I have 
had from these various State chambers of commerce generally list objections to 
the bill along the following lines: 

They believe the effect of the bill would be inevitably to completely federalize 
the unemployment system of the States, and they all are very much opposed 
to that. They believe the bill is not needed; that the present system of unem- 
ployment compensation was designed and intended to take care of all kinds of 
unemployment, and that the unemployment here in question does not vary from 
that rule. 

They believe that the amount of benefits paid by the States are ample, and that 
the proper scale of benefits in the various States is best judged by the States 
themselves. They can adapt that scale of benefits to their local economy and 
their local conditions. 

They point out the fact that the Michigan Legislature is now in session; that 
Michigan has an ample unemployment compensation fund, and that if there is 
need to revise the scale of benefits in the State of Michigan the legislature can 
proceed without delay to do so, 

They also believe that the benefits provided by this bill are too close to the 
take-home pay of many workers and would leave very little, if any, incentive 
to workers who are receiving benefits to go back to work. The theory of that 
is that there should be a sufficient gap between the take-home pay and the benetits 
to make the worker want to find a job. They do not believe there is a sufficient 
gap in many cases to constitute that incentive. 

They think that this is an emergency treatment of a normal situation and they 
point out that emergencies never seem to end, that if this thing were adopted 
now we would have it with us for keeps. 

They believe that all unemployment, regardless of cause, should be treated the 
same. They point out that this bill provides extra money for all classes of 
unemployed, including numbers of chronic cases of unemployment, and for those 
who have an allergy, apparently. to work. 

The chief point here, the nub of the whole thing is there is a very strong 
opposition to the proposition of federalizing a good State unemployment insurance 
System. 

The other thing is the size of benefits. That is a matter of opinion. There are 
those who opinion it is that the benelits should be roughly equivalent to what the 
person earns when he works. The underlying argument for unemployment 
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insurance from the beginning was that you have to pay people something less 
than what they earn if they work, or else you cannot keep them on the job, or 
you cannot keep large numbers of people on the job. So there has to be a gap 
in there. Just how much that is, as I said before, the States can better judge 
what percentage of pay they should put into the benefits. Now, for example, 15 
years ago when the system started out it was determined that unemployment 
insurance benefits should be 50 percent of the wages. That meant for a man 
earning $30 a week, his benefits would be $15 if he were unemployed. That 
person probably today is earning $60, his wages have doubled, but now there is 
the Federal tax picture in here, the social-security taxes, withholding taxes, so 
that individual's take-home pay, if he is a single person, is $49.50 and not $60. 
His benefits in the State of Ohio would be $28. That is not 50 percent but is 57 
percent of his take-home pay, so his ratio of benefits to what he takes home is 
improved. In other words, in a period of time his wages have gone up 100 
percent, his take-home pay 65 percent, and his benefits have gone up 87 percent. 

Most of the States calculate their unemployment benefits on the basis of earn- 
ings in the high quarter. That is not true in Michigan. So you get some distor- 
tions in the calculation of benefits in some of the other States. I have figured 
out a couple of examples here for the State of Ohio. Using our benefit schedule, 
a person earning $50 a week is entitled to $27 in benefits. If he is a single person, 
after the Federal deductions, his take-home pay is $41.75. Under this bill he 
would be limited in one place to 65 percent of the $50, that is, $32.50, and in 
another place he is entitled to 50 percent over the $27, that is $40. But the lower 
limitation holds, so that this man, if he is working, takes home $41.75, and if he 
is receiving benefits he gets $32.50, and the difference is $9.25. In other words, he 
makes $!.25 more if he works than if he does not. 

Now this worker may be in an occupation where there is a season of the year 
where he works more. Instead of working 5 days a week he works 6 days, so 
instead of gettinzs $50 a week he gets 865 a week. Under the Ohio formula the 
worker may have gone 6 months at $50 a week and if he is laid off his benefit 
amount is $28, his take-home pay is still $41.75, and the amount he would get 
under this bill would be $37.75. In other words, he would only get $4.05 more 
if he worked than he would for that week if he did not work at all. If he had 
10 weeks of 6 days a week in a quarter, the only difference between his benefits 
and what he would take home would be $1.75. 


I would also point out here that all other State chambers and associations of 
manufacturers which we have contacted are of the same opinion regarding this 


legislation. There is perfect agreement that there is no need for such a Federal 
law; that, if adopted, this bill would destroy the present balance maintained 
between wages and benefits and would inevitably lead to the federalization of 
the present State systems. 

Our primary opposition to this legislation is because of the proposal to pay 
these unwarranted Federal supplemental unemployment benefits which would 
undermine the present basis of the Federal-State unemployment compensation 
systems. We cannot believe that any serious thinking person would endorse a 
proposal to pay unemployed workers an amount equal, in many cases, to the net 
“take-home pay” they receive while employed. It seems obvious that such a plan 
would destroy the incentive to work. 

In Ohio, a claimant with two dependents could receive a maximum of $52 per 
week under this plan. There would be maay in Ohio, os well as in every other 
State, who would be willing to remain idie and receive benelits approximating 
their take-home pay. These benefits are not subject to deductions for Federal 
income tax, city or State income tax, old-age insurance, union dues, health and 
welfare insurance, or other expenses incidental to work, such as transportation, 
lunches, ete. 

There is no logical basis for paying such Federal supplements as suggested in 
this bill. They were not considered necessary during normal periods of unem- 
ployment, and there is no sound reason why workers who are unemployed because 
of the defense effort should have higher benefits than those who became unem- 
ployed for other causes, 

Supplementing State unemployment-compensation benefits by Federal funds 
equal to 50 percent or more would be a detinite step toward federalization. All 
States have established minimum and maximum weekly benefit amounts through 
proper legislative procedure after hearings by both labor and management. To 
arbitrarily increase these benetits in the manner proposed in the Moody bill 
(S. 2504) would interfere with normal legislative procedure by State legisla- 
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tures and would destroy the balance which has been maintained between earnings 
and benefits. 4 

The right of each State legislature to establish adequate benefits to meet 
economic conditions in its particular State should not be destroyed by the Federal 
Government. 

With Federal benefits would come demands for greater and greater Federal 
control, inevitably resulting in federalization of the State systems. We believe 
that uniform standards in benefit amounts, duration of benefits, and contribu- 
tion rates (necessarily a part of any Federal plan) would be unwise, unsound, 
and impractical. 

Ohio has no unusual unemployment problem. The labor market is tight, as is 
evidenced by articles in newspapers throughout the State, the classified sections 
of which are bursting with items for workers in all categories. We have had 
specific reports from city chambers of commerce—Columbus, Dayton, Lorain, 
and St. Marys—indicating this condition and voicing opposition to the measure. 
We have had informal but authoritative reports from a host of cities throughout 
the States indicating that they have no unemployment crisis. 

In 1949 the Ohio Bureau of Unemployment Compensation paid approximately 
$80,000,000 in benefits and a like amount in 1950. In contrast, only $28,000,000 
were paid ont in 1951. The Ohio fund in trust for the payment of benefits is in 
excess of $570,000,000. 

Trust funds in all States set aside for the purpose of paying benefits are ade- 
quate to meet emergencies if and when they arrive. In Michigan, the State in 
which the so-called emergency situation arose, there is a trust-iund balance in 
excess of $350,000,000. If an emergency should arise in Michigan, there still 
would be no need for Federal intervention at this time, for two reasons: First, 
Michigan has an adequate fund; and, second, the Michigan Legislature is now 
in session, wholly familiar with the local situation. 

Other States have similarly adequate reserves to meet emergencies in unem- 
ployment. These balances have been built up over the years and are available 
for benefit payments only. 

Another convincing argument against S. 2504 comes from the Director of the 
Bureau of Employment Security in Washington. In the January issue of the 
Labor Market and Employment Security, issved by the Bureau of Employment 
Security, Mr. Robert C. Goodwin, its Director, states: 

“Another record-breaking employment year is in prospect. Employment expan- 
sion will be paced by mass hiring in heavy defense industry as many industries 
with big defense production orders complete tocling and designing stages prepara- 
tory to volume production. These labor requirements, together with demands 
from civilian industries and agriculture, should bring employment in 1952 to a 
midsummer peak of 63,000,000, highest in the Nation’s history. Shifts between 
industries and occupations will be greater than in the past year. Unemployment 
on a Nation-wide basis will continue at low levels and may even decline some- 
what, but a number of local areas will experience troublesome unemployment 
problems.” 

We have had reports from all sections of the country indicating a tight labor 
market except in very isolated instances. While it is true that Detroit and the 
immediate area surrounding it does have a temporary local problem due to 
Federal curtailment in the automobile industry, we have been informed that 
Federal agencies are cooperating with State officials in Michigan to correct this 
condition by allocation of Government defense orders. This condition is quite 
similar to that which existed in 1942 when war-displacement benefits were pro- 
posed in Federal legislation but found to be unnecessary. During the reconver- 
sion period of 1946, legislation again was introduced which brought the question 
up for debate in Congress. Again Federal intervention was found unnecessary 
and subsequent events proved the validity of that decision. S. 2504 is also 
unnecessary. 

It is doubtful that the unemployment-compensation program could have been 
sold to the Congress or to the States if it had been realized that within the 
relatively short period of 15 years after enactment of the Federal law, powerful 
forces would make three abortive attempts to usurp the authority of the States. 

We sincerely believe that the States will continue to meet all basic requirements 
of a sound unemployment-compensation program. They should be permitted 
to do so without additicnal Federal interference. 


Mr. Miner. We are in favor of the enactment of H. R. 4133, the 
Mills bill. Some of our people have favored the retention by the 
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States of the entire amount of the 0.3 percent tax for administrative 
purposes. They have not liked the idea of some States paying the 
administrative expenses of other States which may have been extrava- 
gant in their operations. They have not understood why many States 
have fequired only about 50 percent of the 0.3 percent tax which they 
yay when a State like California uses more than 0.3 percent and taxes 
oe the other States are used to make up the difference. 

They have noted that the Federal Government has collected far more 
in the form of this tax for administration than has ever been used 
and that this profit has in effect gone into the general revenues of the 
Government. They have not liked the idea of collecting taxes under 
the guise of social security or unemployment insurance and then using 
the money for ordinary governmental expenses. 

We believe that the administration of the State unemployment- 
insurance laws is the responsibility and business of the State govern- 
ments. So long as the State laws conform to the requirements of 
Federal law, then the States should be allowed to manage their own 
affairs. The Federal Government should not have the power, through 
control of administrative funds, to coerce State administrations into 
applying interpretations and procedures which the Federal people 
favor and promote but which in many cases were not contemplated 
or intended when the State laws were enacted. 

The Federal allocation of administrative expense money to the 
States is not and probably cannot be intelligently made under the 
present system. It is not geared to the actual needs of the State gov- 
ernments as these needs develop. It is based on an estimate or guess 
made well in advance. The allocations are wasteful, being either too 
high or too low and if by chance the amount allocated to a State is 
right, it is either an accident or a miracle that it is so. 

If the States are able to appropriate funds to their actual needs 
as they develop from month to month, and as their needs may vary 
depending on economic conditions, then we can look forward to such 
money being spent and to its being available as needed. These condi- 
tions do not now exist. 

The administration of unemployment compensation is subject to 
some abuse and requires policing. This is true of other fields of activ- 
ity such as old-age assistance. There are, without doubt, many people 
receiving payments who ought not to. This is also true in poor relief, 
in the administration of cash sickness benefits, and in other social 
fields. 

Social agencies have long recognized that an increase in administra- 
tive expense very frequently results in a reduction in over-all expendi- 
tures by reason of proper policing of the activities and the elimination 
of beneficiaries who are not deserving. This principle is applicable to 
an extent in the administration of unemployment compensation. It 
may well be that an increase in atlministrative expense is justified 
when the actual volume of benefit payments is going down. 

Some State administrators have in the past felt that the Federal 
grants of administrative expense have been on the principle of the old 
cost-plus contracts of World War I, under which the more the con- 
tractor spent of the Government’s money the more profit he received. 
In the case at hand the more liberal the benefit payments the more 
operating money would be made available. All of this is not good 
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for it penalizes efficient administration and proper policing of the 
system. 

For the above reasons, we believe that the States should be put in a 
position where they can themselves adequately finance and control the 
administration of theirown laws. We believe H. R. 4133 accomplishes 
this. 

We also would favor H. R. 4133 for the reason that it provides for 
an emergency fund in the Federal Government available for making 
repayable advances to States to cover benefit payments where States 
may be in temporary distress, due to unusual or abnormal economic 
developments. 

The States should finance their own benefit payments and it has 
always been the purpose and intent of the law that they do so, 
A proper scale of benefits may vary as between different States which 
should be allowed to adjust these benefits to their own economic 
conditions. 

States should build up no big reserves but should have enough on 
hand to take care of a rainy day, being a bad year or two, and they 
should not be forced to increase their unemployment tax rates abruptly 
in periods of slack business activity. 

Subject to this limitation of having something on hand for a rainy 
day the States should operate on a pay-as-you-go basis and the rates 
should only be high enough to meet the cost of their benefit payments. 
This recognizes the principle that if the benefit payments are high the 
States should levy sufficiently high tax rates to cover these benefits. 
This may be 2, 3, or 4 percent or whatever is required to meet the 
requirements for benefit payments. A State has no right to look to 
the Federal Treasury to pay the excess benefits which the State has 
chosen to pay out but which it has not chosen to provide for by 
taxation. 

States cannot always foresee and anticipate unusual or abnormal 
drains on their funds and therefore it is probably well that the Fed- 
eral Government establish a fund from which a State in temporary 
distress can borrow for the time being but with the absolute require- 
ment that the amounts so borrowed are to be repaid. 

We understand that H. R. 4133 would establish such a fund, would 
require such repayment and would also put the States in a position to 
adequately and in a timely manner finance their own administrative 
needs. 

We are opposed to H. R. 6954 which provides for the Federal Gov- 
ernment furnishing money to the States for the payment of unemploy- 
ment benefits. No repayment to the Federal Government of these 
amounts is required. 

This would seem to be an open invitation to extravagance and would 
encourage the paving out by States benefits in excess of revenues avail- 
able from the State unemployment tax and at the expense of the 
Federal Government and of all taxpayers. 

If the Federal Government starts furnishing money for benefit pay- 
ments there is no question but that the Federal Government will there- 
after exercise control of the benefit structure and the rules for eligi- 
bility for such payments. We can shortly expect a standard benefit 
formula for the entire country. This will obviously provide more 
money than proper in certain areas and not enough in other places. 
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On a basis of recommendations of the Federal authorities the scale 
of benefits would be in many cases so high as to destroy any incentive 
to work. We have noted one suggested high-quarter benefit formula 
put out by the Bureau of Employment Security, which would operate 
to pay benefits of $30 per week to an individual who would normally 
earn $40 and who normally would have a take-home pay of $33.70. 
This individual would get $3.70 more if he worked for the week than if 
he drew benefits. Obviously, unemployment benefits on such a scale 
destroy all incentive to work and defeat the purpose of the law. 

With Federal domination of the benefit structure we can 
widespread payment benefits to employees in plants which are closed 
by reason of strikes in those very plants. In some cases the employee 
would be rewarded by unemployment benefits for failure to cross 
picket lines even though work was available. 

If Federal ideas should prevail, benefits would be paid after 3 or 4 
weeks to people who voluntarily quit their job or who were discharged 
for misconduct. This is contrary to widespread sentiment in many 
States that people who quit their jobs ought not draw benefits. 

Under such Federal domination people might not be required to 
accept employment if the pay was any less than the amount they had 
been making on previous jobs. We recall cases of women refusing 
customary prior employment after the war by reason of the fact that 
the wages paid were somewhat less than the overtime earnings received 
in war plants. 

There are cases where people should accept somewhat lower wages 
rather than remain idle, possibly a man should not refuse $75 per 
week simply because the union seale called for $81 a week. 

It took a long time, hundreds of years, to establish the idea that the 
individual should not be subjected to the absolute will and control of 
an all-powerful central government. 

That idea has in recent years been-strongly challenged by such 
people as Mussolini, Hitler, and Stalin, and there are all too many 
people in the United States who would centralize all authority in 
Washington. 

An important foundation upon which the rights of the individual 
rests is that of local self-government. We believe that wherever pos- 
sible Government authority should be lodged in local governments, 
that is in the municipalities, counties, and States, unless there is some 
compelling advantage to placing the particular function under the 
control and administration of a central government. 

We submit that in the field of unemployment compensation, there 
is no advantage whatever in centralizing this function in Washing- 
ton. The system of State administration of unemployment insurance 
has been entirely successful and adequate and we believe has been much 
more efficient than any Federal system could be. 

We suggest that Federal control of unemployment compensation 
would inevitably and surely follow any program of having the Fed- 
eral Government finance in whole or in part the benefit payments of 
the States. Someone at the Senate hearing said, “One way to keep 
the camel out of the tent is not let him get his head under it.” 

We are therefore opposed to H. R. 6954. 

Mr. Foranp. Mr. Miner, does that conclude your prepared state- 
ment ? 

Mr. Miner. Yes. 
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Mr. Foranp. Are you in favor of setting up the trust fund as is 
set out in both H. R. 6954 and H. R. 4133? 

Mr. Miner. I am in favor of a trust fund, but I think the money 
should be repaid. 

Mr. Foranpv. Therefore, if that money goes in the trust fund, what 
you say in paragraph 3 on page 5 would not be correct because you 
say here: 

This would seem to be an open invitation to extravagance and would en- 
courage the paying out by States benefits in excess of revenues available from 
the State unemployment tax and at the expense of the Federal Government 
and of all taxpayers. 

Mr. Miner. If I understand correctly, under H. R. 6954 no repay- 
ment would be required. 

Mr. Foranp. That is correct, but that would not be out of the general 
fund or out of all taxpayers, as you say, but rather out of that portion 
of the money that comes to the Government, that three-tenths of 1 
percent which we all agree, I believe, should be set aside for unemploy- 
ment compensation purposes rather than go into the general fund. 
If it does not go into the general fund, then there is a line of demarka- 
tion. 

Mr. Mrver. Right now this excess is profit that the Government 
maxes on the unempioyment and in eilect gets into the general fund. 
That is where this money comes from. Bookkeepingwise I think you 
are correct, but actually I think I have stated the thing right. 

Mr. Foranp. You want that money to go into the trust fund rather 
than the general fund? 

Mr. Miner. These different funds with different names—I am not 
too good at that. 

Mr. Foranp. All right. 

Mr. Mason. I have your testimony labeled “Blunt and frank.” 
I like it that way. 

Mr. Foranp. We thank you, Mr. Miner. 

Next on our calendar is Mr. Carl Schatz. Please identify yourself, 
your address and capacity in which you appear. 


STATEMENT OF CARL F. SCHATZ, PENNSYLVANIA STATE CHAMBER 
OF COMMERCE, HARRISBURG, PA. 


My. Scuatz. My name is Carl F. Schatz. Iam auditor and assist- 
ant treasurer of the G. C. Murphy Co. of McKeesport Pa. I have 
the honor and authority to represent the State Chambers of Commerce 
of Pennsylvania, Indiana, and South Texas. In view of the very 
detailed and complete testimony that was offered by Mr. Cliffe in 
connection with the Dingell bill I shall forego any additional testi- 
mony on that bill. There is no doubt but what the great majority of 
employers are in favor of retaining a State-operated unemployment- 
compensation system. This decision is not based on a nebulous reason 
such as the invasion of State rights, but is because employers know 
that only under a State system can unemployment-compensation laws 
be established which recognize local wn and conditions. Under 
a State system certain flexibility can be secured which cannot be 
obtained under a Federal unemployment-compensation law. The 
reason for the need for this flexibility arises from the fact that the 
social and economic problems connected with unemployment are not 
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alike in all States. Furthermore, the administrative problems in- 
cident to operations vary just as greatly as do the economic and social. 
Then finally, the cost factors vary widely between the various States, 
primarily because agricultural States do not have the sharp fluctua- 
tions in unemployment as is experienced in industrial States. The 
greater the degree of unemployment, the higher, of course, becomes the 
cost, and it is our belief that the cost of operating the program should 
be borne by the employers of the respective States. 

The only substantial objections that can be offered against a State- 
operated unemployment compensation system is that the reserve funds 
for the payment of benefits are split into 51 separate pools. There- 
fore, there is always a risk that one or more of these pools or funds 
may become depleted during a period of high unemployment-com- 

ensation-benefit payments. This problem was solved temporarily 
»y Congress througlt the establishment of the George Loan Fund. 
As the authority for the fund expired December 31, 1951, there now 
again exists this weakness. 

In order to solve this problem, there are two fundamental but con- 
flicting approaches which can be taken : 

1. Federalization of the unemployment-compensation program, and 

2. The adoption of some type of reinsurance. 

For reasons previously enumerated, we are unalterably opposed to 
federalization and, instead, recommend the creation of some type of 
reinsurance fund. 

The committee now has before it two bills which would create a type 
of reinsurance fund. These bills are the Forand bill, H. R. 6954, and 
the Mills bill, H. R. 4133. These bills have entirely different methods 
of accomplishing the creation of a reinsurance program. 

H. R. 6954, the Forand bill, would make outright Federal grants 
to any State whose unemployment-compensation reserves become de- 
pleted. The amount of such grant would be equal to all benefit costs 
in excess of 2.7 percent of the State-wide covered payroll. The Mills 
bill, H. R. 4133, would provide for loans to such States without limita- 
tion. However, effective controls are provided that would make the 
repayment of such loans assured. In brief, the Forand bill calls for 
Federal grants and the Mills bill provides for repayable loans. 

Our opposition to the Forand bill is predicated on the following 
facts: 

1. The provision permitting payment of all benefit costs above 2.7 
percent of the State-wide covered payroll is tantamount to requiring 
the grantee State to raise the contribution rate of all employers to 
2.7 percent. Such a sudden increase of all contribution rates during 
a period of economic depression would have a further adverse effect 
on that State’s economy. 

2. Since the Federal Government would defray all benefit costs 
above the 2.7-percent level, it would stimulate a demand for excessive 
benefit rates. Consider for a moment the certain effects of these com- 
bined circumstances. A State is experiencing an economic depres- 
sion; contribution rates have reached the maximum of 2.7 percent; 
and the unemployed rolls are mounting. With a Federal law which 
provides for grants to defray all costs in excess of 2.7 percent, a State 
would inevitably and auickly proceed to raise benefits to levels beyond 
that which would otherwise be deemed to be adequate. The status of 
being unemployed would soon be a profitable and delightful situation. 
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3. When such a sizable portion of the national income is now being 
consumed by Federal taxes, it would seem unwise to enact legislation 
which would call for Federal grants for unemployment-compensation 
benefits. 

I realize of course that it is intended that these granis would come 
only from the 3 percent presently paid by employers, but I am think- 
ing of the long-range effect that would occur after that 5-percent fund 
would have been exhausted. 

In contrast to the “give away” system that is certain to bring dis- 
eredit and abuse upon a worth-while program, we are in favor of the 
Mills bill because : 

1. It provides for a common-sense business arrangement between the 
States and the Federal Government. A State whose reserve becomes 
depleted would be entitled to a loan which, of necessity, it must repay. 

2. It would give a deficit State time to reorganize its unemploy- 
ment-compensation laws or for economic conditions to grow better, 
thereby eliminating the necessity of immediate increases in contribu- 
tion rates, 

3. The provision that employers’ rates would be adversely affected 
in the event of unreturned loans after two successive January 1’s, 
makes certain that the moneys advanced by the Federal Government 
would constitute a loan in fact as well as in theory. This will have 
the effect of dampening demands for unwarranted and unreasonable 
increases in benefit payments. 

4. It will permit States to establish reserve funds in line with its 
normal unemployment experience and without having to fully con- 
sider and plan for catastrophic emergencies. This will permit some 
reduction in the accumulation of excessive State reserves which have 
been an undesirable burden on the economy. 

5. The Mills bill is favored by the majority of the members of the 
Interstate Conference of Employment Security Administrators. This 
group certainly should understand and know the problems of the un- 
employment insurance program as they are the persons who deal with 
it daily in its administration. The Mills bill, after years of study and 
debate, was proposed by this group. 

We believe firmly that a reinsurance fund is necessary and that the 
Mills bill, H. R. 4133, will accomplish this purpose because : 

1. It insures the integrity of the State-operated system. The Fo- 
rand bill with its threat of federalization jeopardizes that situation. 

2. It provides for repayable loans rather than grants from the Fed- 
eral Government. 

3. It permits a gradual increase in contribution rates for the 
deficit States rather than the mandatory 2.7 percent rate provided by 
the Forand bill. 

4. It will help to avoid the pressures for excessive increases in 
benefit rates which are inherent in the Forand bill. 

5. It avoids the necessity for the State accumulating excessive re- 
serves in anticipation of periods of catastrophic unemployment. 

That concludes my statement, Mr. Chairman. 

Mr. Grancer. How long have you represented the chambers of 
commerce / 

Mr. Scuarz. I am a member of the social-security committee of the 
Pennsylvania State Chamber of Commerce and have been a member 
since 1938, 
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I am also a member of the social-security committee of the State 
Chamber of Commerce of Indiana. My representation from south 
Texas is very recent. 

Mr. Grancer. I am just wondering what the chambers of com- 
merce positions were when social-security and the unemployment- 
compensation bills were passed. Do you happen to remember ? 

Mr. Scuarz. I think there were many positions taken, some for 
and some against. I believe, though, the State chambers have done 
a remarkable job in the formation of State legislation both liberaliz- 
ing the benefit structure and protecting the State funds. 

Mr. Grancer. By and large they did oppose the enactment of the 
Federal statute, did they not ‘ 

Mr. Scuatz. That is a little before my time. I couldn’t be sure. 

Mr. Granoer. I think the record is clear on that. They had calami- 
tous ideas of what was going to happen to this program and it has 
turned out to be pretty good, has it not ? 

Mr. Scuarz. In the main; yes. 

Mr. Grancer. They have changed their position entirely now. They 
are for unemployment compensation. 

Mr. Scuarz. I would state for a State-operated system; yes. 

Mr. Grancer. That is all. 

Mr. Mason. That was a very concise statement. 

Mr. Foranp. Mr. Neal, we will hear you. Give your name and 
capacity for the record. 


STATEMENT OF ROBERT R. NEAL, VICE PRESIDENT AND COUNSEL, 
NORTH AMERICAN INSURANCE CO., CHICAGO, ILL. 


Mr. Neav. My name is Robert R. Neal. I am vice president and 
counsel of the North American Accident Insurance Co., Chicago, Ill. 
My company employs approximately 400 people and operates in all 
48 States and the District of Columbia. I am testifying on behalf 
of the Illinois State Chamber of Commerce of which my firm is a 


member. I have submitted a written statement on four House bills 
your committee is considering. They are House bills 3391, 4133, 
6174, and 6954. I do not intend to take your time to read this state- 
ment, but I would be pleased to have it made a part of the record of 


these hearings. 14 1% 
Mr. Foranv. Without objection that will be done. 
(The statement referred to is as follows :) 


STATEMENT BY Ronext R. NEAL, VICE PRESIDENT AND COUNSEL, NortTH AMERICAN 
ACCIDENT INSURANCE Co., CHICAGO, ILL., ON BEHALF OF THE ILLINOIS STATE 
CHAMBER OF COMMERCE 


My name is Robert R. Neal. I am vice president and counsel for the North 
American Accident Insurance Co., Chicago, Il. We employ approximately 400 
people and operate in all States of the Union including the District of Columbia. 
My firm is engaged in underwriting life, accident, and health insurance. We are 
a member of the Illinois State Chamber of Commerce and I serve on its social- 
security committee. 

The Illinois State Chamber is a State-wide civic association with a member- 
ship of some 11,000 business and professional people from 296 communities. All 
types of business, ranging from small retail and service organizations to large 
manufacturers constitute its membership and its 69-man board of directors is 
representative of this membership. The social-security committee is comprised 
of 71 business and professional men from all parts of Illinois. This committee 
develops policies which must then be approved by the board of directors. 
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During the past 7 years this committee has studied and discussed the prin- 
ciples of unemployment compensation which should be recognized in considering 
House bills 3391, 4133, 6174, and 6964. Obviously, the intent of each of these 
four bills is to improve the unemployment-compensation program. The contro- 
versy is not over this intent or purpose. It arises because of the differences in 
the methods used to obtain the objective and the factual question—Will the 
provisions of the various bills actually make such imporvement? 

Unemployment compensation fulfills an important function in our society. 
But it must be properly balanced and conceived as an insurance program to 
meet emergency unemployment as a catastrophic provision. This was its orig- 
inal intent. It cannot be considered as a cure-all for depression periods. It 
should not and cannot be revised to maintain unemployed individuals at their 
accustomed standard of living. It should not be utilized as a device for boost- 
ing purchasing power although it is recognized that it has a collateral effect 
of sustaining consumer power. However, this is a byproduct, not the goal. 

In consideration of these four bills, we urge—that you keep in mind the dangers 
of departing from the insurance objective of unemployment compensation—of 
departing from the concept that this system is only a means to meet temporary 
and catastrophic conditions of unemployment. An overextension of this huge 
benefit system can seriously contribute to: 

1. Inflation.—Unwarranted drains on State and Federal funds would force 
tendencies toward deficit financing which finally arrive at the evils of an in- 
tlated money supply. Distribution of excessive money to consumers, with no 
accompanying increase in production, produces a similar effect by deflating the 
purchasing power of the dollar. 

2. Reduction of incentive to work.—When benefits are increased to compete 
with wages, there is an added incentive toward idleness. At the present time, 
this could seriously impair our defense efforts. 

3. Degeneration of individual responsibility —When individuals find the State 
will support them, they will fail to assume their own full responsibility. This 
human tendency carries on to the community who, under similar circumstances, 
will turn to the Federal Government for funds to meet their emergencies. 

4. Depreciation of incentive to increase the standard of living.—The demoral- 
izing effect of high taxes cuts down the incentive of business to create new prod- 
ucts and new markets. In England the demoralizing effect of the spread the 
wealth program has taken its toll and business is losing its aggressiveness. This 
same fact is dangerously imminent in our own country. 

5. A change in the character of our society—We have seen such a change in 
the shift to socialism in Great Britain. There are those who say this is the 
first step toward communism. 

6. Complete centralization in Federal control.—It is here that the threat to 
our democratic system of government is most acute. 

Thus, we believe that the basic principle to be considered in these four bills 
is the extent to which they will increase or decrease Federal control of our un- 
employment-compensation program. Legislation that will force the States to 
look to the Federal Government for grants will also force subservience to con- 
ditions and regulations that will open up the system to the dangers we have 
listed above. We urge that no steps be taken to strengthen centralized domi- 
nation but rather that steps be taken to return control and responsibility to the 
individual States. Our recommendations to you are based on that principle. 


H. R. 413: 


1. Administrative financing 

We hope that you will give favorable consideration to the provision in this 
bill which sets up a “Federal unemployment account” from which States receive 
the funds for administering their employment security programs and then re- 
ceive the distributive balance which they can use for additional administrative 
financing or for paying benefits. This provision would insure that the Federal 
payroll tax of three-tenths of 1 percent would not go to meet the general ex- 
penses of Government. Justifiably, the present system has been criticized because 
of the “profit” of over $1,000,000,000 the Federal Government has made on this 
payroll tax and placed in general revenue. We believe it is generally agreed that 
there is no justification for paying general expenses of Government from receipts 
of a payroll tax. When we look at the following table showing the excess of 
the tax collections from Illinois employers over the amounts returned to our 
State, we question why Congress has not already provided us with some method 
of recouping at least a part of this excess amounting to over $100,000,000. 
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Table 1.—Collections from Illinois employers under Federal unemployment tar * 
compared to expenditures in Illinois for employment security administration, 
fiscal years, 1938-50? 











Taxes | Expenditures | i Taxes |Expenditures 
| i 

eS $5, 264, 000 $313,000 || 1946_.._- _......----| $14,161,000 | — $6, 931, 000 
1939... 8, 422, 000 1,459,000 || 1947.22--.- 22-222] 14, 981, 000 7, 548, 000 
1940. } 9, 087, 000 3,715, 000 || 1948... = he 16, 633, 000 6, 910, 000 
1941. | 8, 303, 000 4,949,000 |) 1949... “3 17, 817, 000 6, 912, 000 
1942. ...| 9, 792, 000 4, 186,000 || 1950 (preliminary) 17, 569, 000 8, 883, 000 
1943... | 12° 019; 000 3, 049, 000 Seah ares Earnie 
Vara a 13, 325, 000 3, 049, 000 Total.__.. whe 161, 431, 000 60, 513, 000 
I ceed ae 14, 158, 000 2, 607, 000 





1Distributed according to taxable wages in each State covered by the Federal Act for the calendar year 


ending during the fisca! year. x ' : 
? From The Labor Market and Employment Security U. 8S. Department of Labor, February 1951 issue. 


Our present system of financing administration of unemployment compensation 
and the employment services creates a division of authority and responsibility. 
The States must administer their respective laws but the Federal Government 
has the authority to determine how much money each should have to do the 
job. Thus, directly, the Federal Government can dictate how the law should 
be administered—what it believes to be proper administration. The State leg- 
islatures who have written the laws do not have the responsibility to provide 
any of the funds for their administration. 

H. R. 4133 recognizes that administrative expenses of this program will vary 
from State to State because of geographic, industrial, and population differ- 
ences. Thus the high-cost States will continue to receive, under its provision, 
more for administrative expenses than has been paid in by them under the 
Federal tax. Though we feel each State should shoulder its own burden of 
administrative expense—it would make for more efficient administration through 
local control—we ask you to support this provision in the bill because it does 
allocate the excess back to the States and takes it out of general revenue of the 
Federal Government. 

We are firmly of the opinion that within a set of very minimum Federal 
standards, the States should operate their employment-security programs inde- 
pendent of Federal control. To us, the final answer to this would be elimination 
of the Federal unemployment tax with each State collecting its own funds for 
benelits and administrative expenses. In this manner, the agency that spends 
the money has the responsibility of collecting it through taxation. However, we 
are requesting your favorable consideration of this provision in H. R. 4133 as a 
step in the right direction, a step toward less dependence on the part of the 
States to the Federal Government and a corresponding relaxation of Federal 
control over State programs, 


2. Advances to State unemployment funds 

We believe that the provision in H. R. 41358 providing an underwriting fund 
to insure the solvency of the State unemployment compensation programs should 
have your favorable consideration. It will safeguard the State systems and 
provide funds for States with dangerously low reserves without attendant 
Federal control. 

Building a States reserve account in the Federal unemployment account from 
proceeds of the three-tenths of 1 percent tax on employers is a justifiable use of 
revenue from this payroll tax. 

Advances to the States should be repaid.—We cannot agree that a State should 
receive a grant or gift from the Federal Government if for unsound or sound 
reasons, it has not prescribed and collected under its own law, sufficient taxes to 
pay the benefits in accordance with the provisions of the law it has enacted. 
Gifts from the Federal Government which, of course, is money collected from 
all the States—the Federal Government acting as a disbursing agent—must 
carry with them some strings attached. Such a provision brings more Federal 
control. The repayable loan feature of H. R. 4133 relaxes this Federal control. 

II. R. 4138 provides a sensible and not too stringent method for repayment. It 
allows the States 2 years to initiate an increase in employers taxes in addition 
to the increase that no doubt would occur during that 2-year period under the 
experience rating provisions of their laws. Also, the Federal Government 
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will collect additional Federal taxes through reduction of the 90 percent offset 
for employers in States with unreturned balances on two consecutive January 
1's. Thus, tax rates in excess of regular contributions would be raised in line 
with improving business conditions and at a time when taxable payrolls through 
increased employment had risen. 

This repayment provision also insures that the States will attempt to operate 
their unemployment compensation program on a sound and efficient basis. To 
do otherwise would cause increased taxes both at the State and Federal levels. 
It would not allow for shifting the responsibility of the cost of unwise and 
inefficient State operation to the Federal Government. 


$. Extension of coverage to employers of one or more 


H. R. 4133 extends unemployment compensation coverage by redefining an 
employer as “any person, who, at any time during the taxable year, has one or 
more individuals in his employment.” 

This provision presents two considerations. 

(1) The further extension of coverage under State unemployment compensa- 
tions laws should be a matter for State determination. Each State now has the 
power to do this. Many of them, after study and consideration, have determined 
that it is administratively feasible in their particular States to extend coverage 
to employers of less than eight or more as presently required under the Federal 
act. They should be allowed to continue to fit their laws to their own peculiar 
and individual circumstances. 

(2) State laws recognize that employees should have a permanent attachment 
to the labor market. Also, they have recognized that employers to be covered by 
an unemployment compensation act should have a similar attachment. In 
lilinois, for example, we have extended coverage to employers of six or more 
individuals. But this employer is not considered an employer under our act 
unless he has had six or more employees working for him at one time during 
any part of 20 weeks in the year. This provision in H. R. 4133 as now written 
would extend coverage to casual employees and employers which we do not 
believe was the original intent or purpose of unemployment compensation. 

We urge you to reject this provision in H. R. 4133 because (1) it is, again, a 
further extension of Federal control and (2) this definition of an employer is 
unsatisfactory and would cover individual employers and employers not origi- 
nally intended to be brought into an unemployment compensation program. 


H. R. 3391 


H. R. 3391 includes only one provision and it is identical to the one in H. R. 4133 
extending coverage to employers of one or more individuals. For the reasons 
outlined above concerning this provision in H. R. 4133, we ask that you reject 
H. R. 3391. 

H. R. 6174 


It is our belief that this bill should not be approved for the following reasons: 

1. Its declared purpose is mere subterfuce. 

2. It violates the principle of State administration and control. 

3. It is discriminatory as to existing State laws and would compel subordina- 
tion of State principles to Federal dictation. 

4. It will impose an additional and unwarranted burden on the taxpayers. 

5. It would retard rather than promote the defense effort. 


Declared purpose is a subterfuge 

This bill has been so drafted as to make it appear designed to meet an unem- 
ployment problem arising out of mobilization for defense. In our judgment, it 
is not what it purports to be but rather is just one more of a series of efforts to 
federalize the unemployment compensation program. 

The sponsors point to abnormal unemployment in a few areas but must con- 
cede that general levels of employment are so high as to create or threaten serious 
manpower shortages. It would seem logica! that the measure, if designed to 
meet the problems in the areas of unemployment, would previde some means for 
lessening the impact of such unemployment on the funds of the States affected. 
However, the bill does not do this in any measure. On the contrary, it is de- 
signed merely to increase benefits to levels far above those estallished by compe- 
tent State legislatures and in practical operation, would provide such increased 
benefits for all workers qualifying for State unemployment benefits, regardless 
of location or cause of unemployment., 
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Let us look at the findings and declaration of policy as set forth in the bill. 
There, it is boldly stated that “the present benefits provided under State un- 
employment compensation laws are both inadequate and unfair to workers suf- 
fering such unemployment.” 

It is inconceivable to us that Congress would make any such finding. The 
levels of benefits now provided by the various State legislatures have been es- 
tablished after experience gained through actual administration of these laws 
over a period of 15 years. At every session of the Illinois Legislature, and I 
presume of every other State, the adequacy of those benefits has been considered 
and extensive, hearings have been held by legislative committees. For the Con- 
gress of the United States now formally to declare that the result of all such 
State legislative deliberation has been to establish benefits which are uniformly 
inadequate and unfair would not only be an unwarranted interference with 
State legislative processes but also would be an insult to the judgment or integ- 
rity of the State legislators. 

We recognize that this statement of the drafters of this bill does not nec- 
essarily go to the merits of their proposal. We submit, however, that it is a 
clear and unmistakable showing of their true purpose—that is to shift from the 
States to the Federal Government, the right to determine the proper level of 
benefits. 

Now let us turn briefly to another part of the responsiveness of this bill to its 
declared purpose. It is said that this bill is necessary because of abnormal un- 
employment in certain areas. But the solution offered is merely to increase the 
amount of benefits and pay such increased amounts from a presumably in- 
exhaustible treasury. We fail to see any justification for establishing different 
amounts of benefits on the basis of different causes of unemployment. As a 
matter of fact, we do not believe the sponsors of the bill believe in any such 
principle, nor do we think the bill would operate to accomplish that end, On 
the contrary, it is our belief that the governor of a State would be compelled by 
the practical self-interest of his State, in order to get its fair share of the Fed- 
eral funds, to find at least one labor-market area of substantial unemployment. 
Federal supplements would then be payable to unemployed persons qualifying 
for State benefits in every part of the State. Thus the bill will not, in fact, have 
any relation to defense mobilization. 

It violates the principle of State administration and control 

When Congress passed the Social Security Act and the Federal Unemployment 
Compensation Act, it recognized that the States were in the best position to de- 
termine their own requirements with respect to unemployment compensation 
and, with minimum restrictions, left administration of this insurance program 
to the respective States. This principle of State determination has been unsue- 
cessfully attacked during the years the State laws have been in effect and 
here again, in H. R. 6174, the principle originally set down by Congress is 
violated. 

Once the Federal Government, as provided in this bill, begins to grant money 
to the States, it must demand a greater voice in State legislation and adminis- 
tration of unemployment compensation. This bill offers a lucrative inducement 
for the States to obtain Federal moneys. As a matter of fact, most States will 
be pressured to request this Federal supplementation so as to obtain at least a 
partial return of the tax moneys its citizens have provided to the Federal Gov- 
ernment. As each State received these funds, Federal control will be increased. 

The sponsors of this legislation would deny that any of its provisions would 
bring about Federal control or set up new Federal standards. I would like to 
point out the following provision on page 7, lines 16 through 20. 

“No agreement under this act for payment of compensation by a State agency 
shall be valid if compensation payable to any individual under the law of 
such State is less than it would have been under such law as it existed on 
January 1, 1952.” 

Here is real control—of course necessary to this type of bill—to prevent 
States from substituting Federal funds through reduction of their own bene- 
fit schedules. But here is the cue that necessity will require a series of 
Federal! standards and controls to regulate the flow of funds to the States. 

To demonstrate further, the Illinois act needs an overhauling in the com- 
putation of the weekly benefit to more nearly arrive at a percent of the indi- 
vidual’s average earnings, a provision in effect in a number of other States. 
The Illinois State Chamber has so recommended that our law be amended. 
Under the provision quoted above, however, this bill would prevent the Illinois 
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General Assembly from thus amending our law because, in arriving at a sounder 
benefit computation, a few individuals would receive a benefit amount less than 
under the law in effect on January 1, 1952. 


it is discriminatory as to existing State laws and would compel subordination 
of State principles to Federal dictation 

Under provisions of H. R. 6174, an individual in the State of Michigan could 
receive a weekly Federal supplement of $22 if he qualified for the maximum 
benefit of $27 and $8 dependency benefits and his combined benefit of $57 
was not more than 75 percent of his average weekly wage. However, this 
same individual in Illineis would receive a weekly supplement of $14. He 
would not receive the 100-percent supplementation of $8 granted in Michigan 
for dependency benefits. 

Another case of discrimination because of existing State laws. In Illinois 
the benefit amount is determined as an amount equal to 5 percent of the indi- 
vidual’s wages during that quarter of his buse year in which his earnings were 
highest. That figures to about 65 percent of his average weekly wage. Some 
States use 4 percent of his highest quarter earnings which would give the 
individual a benefit amount of about 50 percent of his average weekly wage. 
‘Thus an individual in Illinois with an average weekly wage of $50 would 
receive the maximum of $27 from the State and a supplement of 36 per week 
from the Federal Government to bring his benefit up to $33 (65 percent of 
his average weekly wage to the nearest dollar). In a State with the 4-percent 
formula he would receive State benefits of $25 (about 50 percent of his aver- 
age weekly wage), and his Federal supplement would be SS. Proponents 
of this legislation might possibly decry this lack of uniformity but again we 
maintain the individual States should have the right to determine what pro- 
visions meet their requirements. This legislation is attempting to arrive zt 
such uniformity for all States—with widely vurying conditions—through the 
means of Federal supplementation. 

Here I would like to mention dependency benefits and point out how this 
bill would eventually compel States to adopt such a provision in their unem 
ployment-compensation laws. 

Apparently one of the reasons for stating in the declired policy that the 
States have provided unfair and inadequate benefits is that few of them have 
provided for dependency benefits. So a premium of 100-percent supplements 
tion is provided. Here again is an indication that one of the purposes of 
the bill is to promote a principle thoroughly considered by the various States 
and up to this time deemed by the majority of them to be contrary to the in 
surance principles of unemployment compensation. Each State should decide 
on the inclusion or exclusion of this provision in its law and even though 
under H. R. 6174 no provision is made compelling the States to so amend their 
laws, a very definite element of compulsion would exist if the bill were enacted. 

States with no depenency benefits would see their citizens’ tax moneys going 
through Federal supplementation—to States with dependency benefits. What 
remedy would they have to recoup these tax dollars except through adopting 
such a provision in their own unemployment compensation laws? 

This is not the occasion to argue at length on the merits of dependency 
beneiits. For many years, the States have been doing that. But unemployment 
compensation was set up as an insurance program. We have welfare programs 
to take care of the needy and dependency benefits are a part of such a program. 
Wages are not based on the number of a worker’s dependents. Nor do life or 
fire insurance policies pay off on such a basis. Those in need must and should 
be taken care of but it is our conviction that need should not be used as a 
factor in determining eligibility for benefits or the amount of the benetit. 

It will impose an additional and unwarranted burden on the taxpayer 

Newspaper stories indicate that the sponsors of this legislation estimate it will 
not cost more than $200,000,000 annually. This is a lot of tax dollars but past 
estimates of Federal expenditures in similar programs have fallen short of actual 
experience. If, however, the cost is to be $200,000,000 a year, is the emergency 
so serious that it cannot be handled by the States individually? On july 1, 
1951, the reserve funds of all States totaled S87.213.502,000, distributed so that 
most of the States had reserve funds to meet this much additional demand. 
Since each State law is designed to produce funds sufficient to replenish its 
reserves, a Federal supplement seems entirely unnecessary. 

An accurate estimate of what this legislation would cost initially in addi 
tional tax burdens would be extremely difficult to make. For the fiscal year 





314 UNEMPLOYMENT INSURANCE 


ending June 30, 1951, Illinois paid out $63,517,554.46 in benefits with a maximum 
benefit of $25 per week. Benefits will be increased to $27 on April 1. Under 
H. . 6174 the Federal supplementation would amount to $14, bringing the 
maximum benefit up to $41. If every beneficiary in Illinois would have received a 
50 percent supplementation for that year, the additional costs in Illinois would 
have been $31,758,777. And applying the 65 percent limitation, approximately 
60 percent of the beneficiaries would have qualified for the $41 amount.’ If 
our next fiscal year should compare to 1951, the additional Federal supplementa- 
tion to Illinois would therefore, be over $19,000,000 (60 percent of $31,758,777). 
Using average benefits for the past 5 years by similar computation, the Federal 
suppiementation in Illinois would be over $21,000,000. 

rhe costs of Federal supplementation plus increased State unemployment 
tuxes during the next few years really defy an estimate. Think what could 
happen. Each State could increase its benefit amounts to obtain more Federal 
funds and to recoup some of its citizens’ tax dollars sent to the Federal 
‘lieasury. ‘This would increase the State unemployment taxes and create need 
for additional taxes for Federal supplementation. Could such a vicious circle 
be stopped? 

If the Federal supplementation can be terminated, which some of us doubt, 
could the States revert to original benefit schedules? It is almost a certainty 
they would be foreed to assume the entire burden. The pressure for these 
high benefits would be almost irresistable, a pressure always present where money 
benefits are paid to individuals. 


It would retard rather than promote the defense effort. 

‘The latest report from the Illinois division of unemployment compensation 
shows that in November 1951, unemployment in Illinois totaled 102,000, including 
¢8,000 women, while total nonagricultural employment was 3,235,600." This is the 
lowest unemployment in Illinois reported by the unemployment compensation 
division since November 1948, when 100,000 were unemployed. In January 
of 1950, total unemployment reached 305,000. It cannot be said that there is a 
critical unemployment situation in the entire State of Illinois today. 

However, if this legislation is passed, it is evident that benefit checks to 
most claimants in Illinois will be increased 50 percent by Federal supplementa- 
tion up to a maximum of $14 after April 1 as the maximum weekly benefit will 
be increased to $27 at that time. This will make total maximum weekly benefits 
of S41 when the Federal supplementation is added. 

Section 4 of H. R. 6174 states: “(a) Whenever the Governor of any State 
certifies, and the Secretary finds, that within his State, or within one or more 
labor market areas of his State, there exists substantial unemployment among 
workers covered by the unemployment compensation law of the State with no 
prospect of immediate reemployment in the labor market area, the Secretary 
shall on behalf of the United States enter into an agreement with such State, 
or with the agency administering the unemployment compensation law of such 
State, under which the State agency, (1) will make as agent of the United 
States, supplementary payments of compensation to all unemployed individuals 
in the State on the basis provided in subsection (b) of this section during the 
nationnl emergency and, (2) will otherwise cooperate with the Secretary and 
with other State agencies in making payments of compensation under this act.” 

What constitutes a “labor market area” is not clear. Certainly it would 
not be the entire State. Conceivably it could be one industrial county. The 
Illinois State Employment Service, in conjunction with the United States De- 
partment of Labor, has divided the State into labor-market areas. Some of 
these areas comprise one small county. It would be most logical to assume that 
in Lilinois these areas would be designated the “labor-market areas.” At the 
present time, for example, there are 6 counties in southern Illinois known as 
the crab orchard area. In November of 1951, employment in this area was 
53,750 as compared to the State figure of 3,235,600. Of the 102,000 unemployed 
in the State on that date, 8,525 were from this area. According to the Illinois 
commissioner of unemployment compensation, it is likely that this area would 
be considered an “area of substantial unemployment where there was no prospect 


t = used in the computation supplied by the Illinois Division of Unemployment Com- 
pensation. 
/ Labor parhet trends in Illinois (Illinois Department of Labor), December 1951- 
January 1952, n. 1. 

* Financing Unemployment Compensation in Tllinois (Illinois unemployment compensa- 
tion division and U. S. Department of Labor), table XII, p. A16. 
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for immediate reemployment.” If this legislation becomes law, our Governor 
could hardly deny that this condition exists and from then on, all benefit checks 
in Illinois could be supplemented. There are areas in Lllinois where there is a 
critical shortage of manpower. In these areas, the workers’ incentive to accept 
work would be diminished by these fattened benefit checks up to $41 per week 
and here this legislation would aggravate the manpower problem rather than 
alleviate it. 

One of the fundamental principles in unemployment compensation is to pro- 
vide mobility of labor. It was not the intent to freeze an individual to an un- 
suitable job or in a particular area. Under our defense program, there should 
be incentives for an individual to find work, particularly in defense industries in 
areas where work is available. During World War II, many individuals in the 
crab orchard area in Illinois, because of opportunities for good paying jobs and 
a patriotic desire to contribute to the war effort, left their homes to work in 
war plants. If their benefit checks are to be increased to a maximum of $41, 
the incentive to migrate to a job paying even $75 or S80 a week would be reduced 
materially. The benefit check is tax free but taxes and expenses incurred while 
working would reduce their pay checks to such an extent that they could see no 
advantave in accepting a job outside their living area when they could receive 
this substantial amount in unemployment compensation benefits. Wouldn't this 
t)pical situation in Tilinois be multiplied hundreds of times throughout the 
country? Wouldn't the principle of keeping labor mobile be defeated and 
wouldn't our defense production suffer? 

If such situations did arise, how long would it be before the Federal Govern- 
ment began telling these individuals they must accept jobs away from home? 


H. R. 6954 


We have urged previously that your Committee take no steps to strengthen 
federalized domination of our unemployment compensation program. We have 
outlined briefly the dangers to our society and to our democratic system when 
control of such a huge benefit program is centralized in one Government agency. 
H. R. 6954 is a further step toward this centralization. For that reason alone, 
we recommend that you reject it completely. 

This bill would authorize the Federal Government to give States with danger- 
ously low reserve funds the money to continue unemployment benefits. It is 
recognized that individual States at times may need assistance. But they should 
not become recipients of charity. Such charity from the Federal Government 
comes at too high a cost. Federal hand-outs have become all too expensive. 

We cannot agree that it is necessary to equalize the competitive position of 
employers in States of high unemployment-compensation costs with those in 
low-cost States by establishing uniform unemployment compensation tax rates on 
all employers. There are a great many elements of cost to employers in addi- 
tion to unemployment compensation. Should the Federal Government attempt 
to equalize the differences in skills of workmen; in the natural advantages of 
transportation and nearness to market; in the very ability of the employers to 
create new products, build new markets, and overcome adverse conditions that 
arise in a locality or State? Should it set up a system of protective tariffs be- 
tween States? We feel there must be competition between employers and State 
boundaries should not divide them into groups for which the Federal Govern- 
ment will provide equal competitive situations. This, in our estimation, would be 
a serious departure from the competitive system that has built America. Each 
State should set up its unemployment-compensation program and administer it 
in such a fashion that it can meet the costs. If assistance on occasion is needed, 
the provision in H. R. 4138 providing repayable loans to the States offers the best 
answer. 

H. R. 6954 would, in one aspect, enhance competition among the States, com- 
petition to obtain the funds offered “free” by the Federal Government. The 
bill provides that to be eligible for benefits, whenever the balance in a State's 
unemployment fund is less than 6 percent of the most recent annual payroll or 
less than three-fifths of the unemployment-compensation paid from its fund dur- 
ing the preceding 5 years, that State must establish a minimum contribution 
rate of 2.7 percent. Once this minimum rate—which wil! become a flat (maxi- 
mum-minimum) rate—is established, increasing benefits and liberalizing the 
program will cost the employers of that particular State no additional taxes. 
Under H. R. 6954, the Federal Government wo Id pay the added costs. Thus this 
legislation offers an open invitation for States to neglect sound and fundamental 
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unelmployment-compensation policies, to liberalize their laws, to increase benefits 
and go to the Federal coffers for the money to pay the bills. It will place no 
premium on administrative efficiency but rather will play on a weakness all too 
prevalent—liberality with someone else’s money. 

The provision mentioned above that a State must establish a minimum 
rate of 2.7 percent to become eligible for grants is a serious threat to the ex- 
perience-rating provisions of State unemployment-compensation laws. These 
provisions, which reward employers who stabilize employment and assist ad- 
ministrations in weeding out illegitimate claims, are essential to efficient opera- 
tion of the program and to its maintenance on an insurance basis. Once a 
minimum rate of 2.7 percent is established, the employer interest in the program 
will diminish and disappear. 

Establishing this minimum rate of 2.7 percent is a very strong measure of 
control in itself. However, with “grants” from the Federal Government, there 
necessarily will come more Federal controls. Those disbursing the funds carry 
authority to tell recipients how and under what conditions they may be spent. 
H. R. 6954 will eventually lead to complete Federal control and elimination of 
State responsibility for the operation of our unemployment-compensation 
programs. 

We urge that you withhold favorable consideration of H. R. 6954 because— 

1. It is a threat to the experience-rating provisions of State laws. 

2. It extends Federal control. 

3. It destroys State responsibility and authority. 

4. It eliminates incentives for efficient State administration. 

5. It opens the way for complete liberalization of these programs with greater 
and greater benetits to be paid from a seemingly inexhaustible Federal Treasury. 

Mr. Neaw. At this time, I would like to supplement this statement 
with some brief remarks and outline the position taken by the Illinois 
State Chamber on these bills as well as some of the reasons for this 
position. 

We feel that unemployment compensation fulfills an important 
function to our society. Obviously, the intent of each of these four 
bills is to improve that program. We would not quarel over this in- 
tent or purpose. However, we have pointed out that there are inher- 
ent dangers in on averextension of this huge benefits program. There 
is a danger in attempting to make of this program more than was 
originally intended—which was a system of insuring part of the loss 
of wages to workers temporarily out of work through no fault of their 
own. There is danger in attempting to use unemployment compensa- 
tion as a cure-all for a depression—as a means of maintaining an indi- 
vidual’s standard of living—or solely as a basis for maintaining 
purchasing power. 

We feel there must. be checks and balances working in this program 
to prevent a dangerous and unwise extension and yet to allow con- 
structive development of this system of insurance. These checks and 
balances are most efficiently obtained and effectively used through a 
system wherein the separate States have the control and responsi- 
bility to operate their own programs. We propose the continuance of 
State control over this program because this better system of checks 
and balances is obtained when 51 separate jurisdictions consider their 
own immediate and peculiar problems. It is generally agreed that 
the governmental division or jurisdiction that spends the funds should 
have the responsibility for levying and collecting the taxes creating 
such funds. 

Further, that the agency disbursing those funds must have a great 
degree of control over the methods and operation of that disbursement. 
In our analysis of these bills, we maintain that whenever the Federal 
Government is authorized to grant or give moneys for unemployment 
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compensation to the States, it is morally obligated to control the 
manner in which the States spend these funds either for benefits or 
for administration of their programs. 

It also becomes obligated to determine methods for collecting these 
funds through taxation. For example, H. R. 6954 recognizes this 
principle. In granting advances to the States with dangerously low 
reserve funds, this bill provides that under certain conditions, a State 
to be eligible for these gifts from the Federal Government must have 
a minimum employment tax rate of 2.7 percent. 

Thus we maintain that the provisions in any of these four bills 
providing “grants” to the States from the Federal Government, nec- 
essarily creates more Federal control of this program. 

Accordingly, we would ask that you take the following action on 
the bills before you: 

1. Support the administrative financing provisions of H. R. 4133. 
This particular provision will greatly aid individual States in obtain- 
ing sufficient nf at Absent funds and in building up their benefit 
reserve funds. It would also loosen Federal controls. 

The final objective, however, in this program, should be to eliminate 
the Federal unemployment compensation tax entirely and let each 
State run its own program independently. This provision in H. R. 
4133 is a step in that direction. 

2. Support the provision in H. R. 4133 regarding advances to State 
unemployment compensation funds. This system of repayable loans 
is the most effective way of insuring continued State operation of 
this program. 

3. Oppose the provision which would compel all States to amend 
their unemployment-compensation laws so that employers of one or 
more individuals would come under all State unemployment-compen- 
sation acts. This provision is more Federal control. Such decision 
should be left to the States. Each State should determine the ability 
of its administration to extend coverage to this minimum employer. 

4. Oppose H. R. 6954. It gives, not lends, money to States on 
conditions which would tighten Federal control. 

5. Oppose H. R. 6174. This is again a measure which will lead to 
Federal control. 

6. Oppose H. R. 3391. This bill includes only one provision and 
is identical with H. R. 4133 extending coverage to employers of one 
or more individuals. 

For the reasons outlined above, we would ask that you reject H. R. 
3391. 

Thank you. 

Mr. Mason. May I ask what the law in the State of Illinois is as to 
the number covered? Is it eight ? 

Mr. Neat. It is six or more. 

Mr. Mason. You would object if the Federal Government would 
insist that it go down to one or more? 

Mr. NEAL. » we would, indeed. 

Mr. Mason. You would prefer that the State take its own time and 
gradually arrive at that final objective ? 

Mr. Neat. That is right. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Foranp. We thank you very much. 

Mr. Mills, will you identify yourself and the capacity in which you 
appear for the purpose of the record, please ? 
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STATEMENT OF WILLIAM A. MILLS, EXECUTIVE VICE PRESIDENT, 
EMPIRE STATE ASSOCIATION OF COMMERCE 


Mr. Mitis. My name is William A. Mills. I am the executive vice 

resident of the Empire State Association of Commerce. The Empire 
State Association of Commerce is a federation of local chambers of 
commerce and State-wide trade amg oye ‘segs serving an underlying 
membership of about 70,000 firms in the Nation’s Empire State. 
Views here presented represent the considered opinion of the associ- 
ation’s committee on social legislation and have the approval of the 
association’s board of directors. The members of the social legisla- 
tion committee of our association which is in fact the State chamber 
of commerce include some of the Nation’s best-informed businessmen 
in this specialized field. 

Both Mr. Cliffe and Mr. Miner have presented the point of view 
that we support here this morning. Our association feels so keenly 
about this th at they have asked me to come down this morning and 


present their speci: alized view on this subject. In order to save the 
time of the committee, with your permission I will file my statement. 
Mr. Foranp. The committee thanks you. 
(The statement referred to is as follows :) 


STATEMENT BY WILutIAM A. Mitts, Executive Vice Presipenr, Exprre Strate 
ASSOCIATION OF COMMERCE, ALBANY, N. Y. 


My name is William A. Mills. I am the executive vice president of the Empire 
State Association of Commerce. The Empire State Association of Commerce is 
a federation of local chambers of commerce and State-wide trade associations 
serving an underlying membership of about 70,000 firms in the Nation’s Empire 
State. Views here presented represent the considered opinion of the association's 
committee on social legislation and have the approval of the association’s 
board of directors. The members of the social legislation committee of our usso- 
ciation which is in fact the State chamber of commerce, include some of the 
Nation’s best informed businessmen in this specialized field. 

Iam authorized to present the views of our organization as follows: 

We oppose H. R. 6174. 

In our opinion it embodies the most far-reaching plan in a long series of 
attempts by central government minded social planners to take over the State 
system of unemployment insurance. The so-called reinsurance feature of this 
bill is in reality a Federal grant to States whose reserve accounts have been 
permitted to become dangerously low. 

The plan herein proposed is not new. In one form or another it has been 
rejected by previous Congresses as it should by this. 

We oppose H. R. 3391. 

We do not necessarily oppose the type of coverage proposed—only the method. 
This in our opinion should be a matter of State determination. This subject has 
been considered repeatedly by the Legislature of New York. It has decided 
against it. We do not believe the will of the minority should be imposed upon 
the thirty-four States which up to now have rejected this plan of coverage. 

We oppose H. R. 6954. 

This is another of those proposed grants of Federal funds falsely labeled 
as “reinsurance.” It serves but one purpose: to bale out States with depleted 
trust fund accounts and to permit them to continue to pay benefit payments on 
an actuarially unsound insurance system. 

We have no position on H. R. 7277. 

I am sure that our committee would insist that benefits paid to ex-servicemen 
conform to the rate of benefits and duration of benefits as provided in the law of 
the State through which benefits are paid. 

We support H. R. 4133. 

Our committee has discussed this legislation with the administrator of the 
New York unemployment insurance law. Not only has this proposal had the 
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enthusiastic approval of the well-informed members of our committee but we 
understand that it is universally approved by the administrators of the several 
State systems. It proposes to correct a situation that is hard for businessmen 
to comprehend, While millions of dollars paid to finance the administration of 
federally approved State plans have been diverted to other purposes, the State 
systems have been denied funds needed to carry on the functions assigned to 
them by the various State legislatures. 

New York has an enlightened self-interest in what is proposed in this bill. 
The employers of the Empire State are called upon to pay more into this Federal 
fund than any other State, yet with considerable regularity those charged with 
the efficient management of our State system have had to come hat in hand to 
Washington for funds with which to finance our State-enacted federally approved 
system. At no time since the law has been enacted, I am told, has New York been 
granted what it considered to be adequate funds for administrative purposes. 

It is not Federal hand-outs we are talking about. It is funds collected from 
the employers of New York presumably for the efficient administration of its own 
system. ‘To illustrate that it is our money that I am talking about let me quote 
just three figures. 

Since the plan was inaugurated in 1938 New York employers have sent to 
Washington the almost unbelievable amount of $319,740,000. 

Of that amount but $177,710,000 has been sent back to perform the public 
service for which it was intended. 

The Federal Government has withheld from us $142,080,000, a sum only 
slightly less than that spent for administration during the past 13 years. 

Because of this unintended diversion of what we consider to be trust funds, 
the State of New York has been forced to impose an additional burden upon its 
employers in order to supplement the funds needed for administrative purposes. 
The 1951 legislature was forced to enact the Hughes bill (S. Int. 2591) creating 
“a special fund for unemployment insurance purposes, for expenses of admin- 
istration and for supplementing Federal funds.” 

By reason of this legislation employers of our State will be called upon to con- 
tribute an estimated $1 million to $14% million annually while funds supposedly 
available for these purposes are withheld from our State. This situation is not 
peculiar to New York. I am informed that 31 States have been forced to create 
similar special funds to give the administrators of the law the flexibility they 
need to satisfactorily administer these laws. 

H. R. 4133 has other provisions designed to improve the administration of 
unemployment insurance, to meet the demands for benefits when due and meet 
them promptly. 

On behalf of the employers of the Nation’s largest State and their employees, 
insured in what we feel to be the soundest and most liberal unemployment insur- 
ance system, I express my thanks to the members of this committee for the 
courtesies extended to me. 


Mr. Foranp. The committee will stand adjourned until 10 o’clock 


tomorrow morning. 
(Whereupon, at 11:40 a. m., the committee was recessed, to recon- 
vene at 10a. m. Friday, April 4, 1952.) 
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FRIDAY, APRIL 4, 1952 


Howse or REPRESENTATIVES, 
SUBCOMMITTEE ON UNEMPLOYMENT COMPENSATION 
OF THE COMMITTEE ON WaAyYS AND MEANS, 
Washington, D. C. 


The subcommittee met at 10 a. m., Hon. Aime J. Forand (chairman) 
presiding. 

Mr. koranv. ‘The committee will come to order. 

We are privileged this morning to have with us as our first witness 
the Governor of my home State, Hon. Dennis J. Roberts. 

I want to say for the record and for the edification of all concerned 
that we are mighty proud of Governor Roberts and the fine record 
he is making. Governor Roberts, for the purpose of the record, will 
you identify yourself by name as well as any other identification you 
care to make? 


STATEMENT OF HON. DENNIS J. ROBERTS, GOVERNOR OF THE 
STATE OF RHODE ISLAND 


Governor Roserts. Thank you, Mr. Chairman. I am Dennis J. 
Roberts, Governor of the State of Rhode Island. 

May I thank the chairman and other members of the committee for 
the privilege and courtesy you have extended to me and to Mr. Bride 
of the department of employ ment security and Mr. Taft of Brown 
University and the other witnesses who have testified in the interest 
of the people of Rhode Island on this matter. And I am extremely 
grateful for your kindness this morning to the committee, Mr. Chair- 
man, for your courtesy in permitting me to be here this morning to 
express my views on this legislation. 

The high level of unemployment and resulting heavy benefit outlays 
of the past 4 to 5 years have brought the Rhode Isl; ind benefit fund 
down to a dangerously low reserve level so that it is now threatened 
with insolvency. Although the threat of insolvency is presently more 
serious in Rhode Island, there is ample evidence to ‘indicate that other 
States may find themselves in the same situation in the future. 

How real this threat of insolvency is in Rhode Island may be seen 
in the fact that its benefit reserves would not be sufficient to meet the 
liabilities for even one other year such as was experienced in 1949. As 
of this month, the reserves stand at approximately $21 million. But 
in 1 year alone, 1949, Rhode Island paid out more than $31 million in 
benefits to its unemployed workers. 

While the 6.2 percent expenditure rate was the highest ever experi- 
enced in Rhode Island or in any other State, the vear 1949 was not the 
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only year during which Rhode Island’s benefit outlays exceeded its 
tax collections. In fact, for the entire 4-year period 1948-51, Rhode 
Island showed substantial excesses of benefit outlays over income. 

This has brought about a rapid and continuous depletion of our 
fund. Our reserves stand now at only 3 percent of our taxable payroll. 
This despite the fact that we have maintained a maximum 2.7 percent 
tax on all employers for all but 2144 years of the entire operation of 
the program. 

During the last 2 years when Rhode Island was taxing employers the 
maximum rate of 2.7 percent and still not covering its benefit disburse- 
ments, most other States were operating on greatly reduced rates and 
building up their reserves. 

During this period only one other State maintained a 2.7 percent tax 
for two consecutive years and only 3 other States charged 2.7 percent 
in 1 year; and many States were operating on a tax rate of less than 1 
percent. 

In the light of these facts and of the 6.2 expenditure rate in 1949 and 
the real threat of this happening again, one can readily appreciate 
the inadequacy of our reserves and our concern for the future of the 
program. 

There are good, sound, factual causes underlying the Rhode Island 
situation. These causes were brought out in a study conducted in 
1950 by the Rhode Island Department of Employment Security, in 
cooperation with the Federal Bureau of Employment Security, known 
as Benefit Financing and Solvency of the Employment Security Fund. 

Labor and industry were invited to participate in this study. A 
representative of the Rhode Island Public Expenditures Council, a 
management-supported group, took an active part in the parents im 
of the material. A comprehensive analysis was made of the econom 
of the State, the employment and unemployment trends, the wor 
schedules and operating patterns of local industries, the benefit pro- 
visions of the law, the characteristics of the claimants, and the subse- 
quent experience of claimants who exhausted their benefits. 

The findings of this study revealed, with ample documentation that 
the cause of Rhode Island’s high benefit costs lies wholly, or almost 
wholly, in the nature of its economy—an economy marked by a high 
degree of industrialization with a concentration in unstable and sea- 
sonal industries and with a resultant high percentage of insured 
employment. ; 

Rhode Island is, in fact, one of the most highly industrialized States 
in the Nation. Its lack of natural resources and its limited agricul- 
ture inevitably force it to concentrate on manufacturing. 

Manufacturing provides nearly 50 percent of the State’s total of 
jobs, which, in itself, tends to make for an unstable economy. But 
this is further aggravated by the fact that 70 percent of this manu- 
facturing employment is in the even less stable light-consumer-goods 
industries. Textiles alone comprise some 40-45 percent of manu- 
facturing employment, and jewelry 14-16 percent. 

Again it should be stressed that this high level of industrialization 
inevitably leads to a high percentage of insured workers; and, in 
fact, Rhode Island has the highest percentage of insured workers of 
any State in the country. This makes for a high benefit liability 
which, when coupled with unstable and seasonal industries, results 
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in consistently high claim loads and high benefit outlays. Moreover, 
in contrast to most other States, Rhode Island can expect this pattern 
of benefit costs to be repeated year after year. 

The unemployment rate has been higher for Rhode Island than the 
average for the Nation for the past 15 years. It has been the highest 
of any State for practically every year during this period and there 
is every likelihood that it will continue to be so in the future. 

For example, since 1947 this unemployment rate has seldom fallen 
below 11 percent while the national average has rarely been above 5 
percent. 

Thus, the trend of unemployment in Rhode Island has in recent 
years been, as in earlier years, contrary to the trend of the rest of 
the country. During 1951, insured unemployment in the Nation was 
at the low average level of 3 percent. In Rhode Island during that 
year, insured unemployment averaged 7.5 percent, or two and a half 
times the national average. 

These high unemployment levels have resulted in high benefit costs; 
and these high costs, in turn, have resulted in successive annual deficits 
in the reserves. In order to avoid these deficits, Rhode Island would 
require an annual tax rate of more than 2.7 percent and in some years 
might require as high as 7 percent. 

It is true that the costs of a benefit program are influenced by its 

rovisions as to weekly and total amounts of benefits paid to workers. 

owever, the study of our financing pointed out that it would be an 
error to assume that the high benefit costs of the Rhode Island Unem- 
ployment Insurance system were due to the greater liberality of the 
provisions of the Rhode Island law. 

Neither in its benefit rate nor its duration is the Rhode Island law 
unusually liberal. As a matter of fact, Rhode Island's maximun 
weekly rate of $25 is exceeded in 15 States, is equaled in 17 other 
States, and there are only 18 jurisdictions which have a lower maxi- 
mum rate. 

Moreover, if dependents’ allowances are taken into consideration, 
22 States have a higher maximum rate than Rhode Island, and only 
15 have a lower maximum. Again, about 65 percent of the covered 
workers in the United States have a higher maximum rate than the 
insured workers in Rhode Island. 

Since the average weekly wage for industrial workers in Rhede 
Island is nearly $60, the maximum rate of $25 compensates the aver- 
age worker for only about 40 percent of his wage loss. This is sig- 
nificantly lower in Rhode Island than in many other States, and there 
is even a greater discrepancy between Rhode Island and those States 
which provide for dependents’ allowances. 

If we use duration rather than benefit rate as a measure of the 
adequacy of an unemployment insurance system, the provisions of 
the Rhode Island law are even more inadequate in this respect. The 
percentage of claimants eligible for the maximum duration in Rhode 
Island is less than the percentage eligible in 48 other jurisdictions, 

The current average potential duration of about 19 weeks in Rhode 
Island is less than that of 36 other States, which means that in 36 
other States, the average claimants may draw benefits for a longer 
potential period than the 19 weeks possible in Rhode Island. 
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It can be seen from these facts that the Rhode Island program is 
not unduly liberal but in some respects can even be considered quite 
inadequate. 

Moreover, Rhode Island has recognized that it could not afford 
undue liberality and has made positive efforts to strengthen its pro- 
gram where needed, such as in requiring higher earnings and greater 
attachment to the labor market as conditions for drawi ing benefits. 
It has also attempted to strengthen internal controls and administra- 
tion; but even if Rhode Island were to curtail beyond any other State, 
it would still not solve its problem. 

But the Rhode Island program is none too liberal as it is compared 
with many other States, and as measured by the rising wage levels and 
the diminished purchasing power of the dollar. There is a natural 
limit to how much more the program can be tightened either in its 
provisions or administration before it becomes unduly cramped and 
restrictive in providing wage loss offsets, thus defeating the very pur- 
pose for which the act was established. 

We recognize that the State must not relax its efforts to do all that 
is possible to solve its own problem. It must continue to do whatever 
it can to reduce its expenditures. Although Rhode Island is convinced 
that very little, if any, further savings are to be expected, it is, never- 
theless, continuing all efforts to protect the solvency of the fund while 
at the same time providing adequate protection for the workers. 

If further savings cannot be realized, how then can Rhode Island 
meet its benefit obligations ¢ Obviously, this cannot be done with 
the present tax rate of 2.7 percent. It might be argued that Rhode 
Island can raise its taxes, but the preesnt high tax rate and the absence 
of a merit rating system has already plac ed Rhode Island at a serious 
competitive disadvantage with other States—a disadvantage that 
would be accentuated by an additional increase in the tax rate. Any 
further aggravation of this situation may give rise to broader or more 
serious problems. 

However, since the economy of the State is the basic problem, it is 
now recognized that the only remedy for the situation would be to 
strengthen the economy. This must be done through the establish- 
ment of new industry and the bringing about of greater stability in 
existing industries. Action has already been taken in this direction. 
The Rhode Island Development Council has been established for this 
purpose, and it is directing its efforts toward attracting new and more 
stable industries to the State. 

The legislature has also been requested by me as Governor to appro- 
priate funds that will enable the State to finance the construction of 
modern industrial buildings as a means of attracting new industries. 

The industries of the State are also be ‘ing urged to eliminate, as far 
as possible, the fluctuations in production schedules and to strive at 
a larger and steadier flow of work. It has to be recognized, however, 
that industries which are seasonal and unstable in Rhode Island are 
seasonal and unstable everywhere. There is nothing that we in Rhode 
Island could do to stabilize employment in the textile industry. The 
proof of that is quite obvious. When textile plants in this State are 
affected, textile plants in other States are similarly affected. Such 
difficulties are inherent in and peculiar to light-consumer goods 


industries. 
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It cannot be expected, however, that the vigorous efforts now be- 
ing made to strengthen Rhode Island’s economy will be productive 
of any tangible results in the near future. They cannot be depended 
upon to provide relief quickly enough to ward off insolvency. 

Rhode Island’s experience throughout the history of its unemploy- 
ment-compensation program has been such as to lead to the conclu- 
sion that a self-supporting benefit program—that is to say, one sup- 
ported entirely by Rhode Island industry—is all but impossible of 
attainment. 

Meanwhile, Rhode Island faces alone the very serious problem of 
financing its program—the high costs of which, as has been pointed 
out, are due to conditions beyond the control of the agency administer- 
ing the program, the State, or even idustry itself. 

But even after all efforts have been made to strengthen the econ- 
omy and conserve the benefit fund, past experience indicates that 
a State like Rhode Island, whose benefit outlays over a period of 
years have exceeded the maximum tax collections permitted by the 
State law, would still need a contingency fund or reserve to guard 
against insolvency and the complete breakdown of its benefit program. 

Provision for this was contained in title XII of the social security 
act which provided that a State could borrow from Federal funds 
to meet its benefit obligations whenever its unemployment insurance 
reserve fell below a specified level. This law, however, expired on 
January 1, 1952, and would have to be reenacted. 

But such a loan, even if available, would provide no remedy for 
Rhode Island’s underlying problem. 

In the light of Rhode Island’s fast-shrinking reserves, following 
the heavy deficits the fund has suffered in each of the past 4 years, 
it is doubtful if such a loan could ever be repaid. Moreover, a loan 
would only add to the State’s total indebtedness and make its eco- 
nomic climate even less attractive to both its existing industry and 
to any new incoming industry. 

Therefore, it is clear that if Rhode Island is to get the Federal 
assistance it needs, it would have to be in the form of an outright 
nonrepayable grant. 

Under such a plan the Federal Government would set up a con- 
tingency fund and would apply for this purpose a portion of the 
Federal tax of 0.3 percent on payrolls. Moneys from this fund 
would then become available to States whose reserves fall below 
a certain minimum level. This would be a continuing provision and 
would require no direct repayment by the States of the grants 
received. 

Moreover, a principle analogous to such Federal aid is already 
applied in the disbursing of Federal funds for administration of 
the State unemployment-compensation programs. These funds are 
provided by a tax of 0.3 percent on covered payrolls, but the amounts 
allocated to the various States are determined by their needs rather 
than by the contribution of their industry to this fund. States may 
receive more or less than the contributions made by their employers. 
In fact, 12 States are presently receiving amounts in excess of their 
contributions. Therefore it would not be inconsistent to extend this 
principle to a more important phase of the unemployment-compen- 
sation program and by so doing protect and strengthen the established 
system. 
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Direct Federal aid may be justified not only as necessary for some 
States in maintaining their unemployment benefit programs, but 
also as a fair and equitable handling of the problem. Although 
States may differ economically and show widely varying needs for 
unemployment benefits, they are all in the final analysis inseparable 
parts of one national economy. Accordingly, the maintaining of an 
adequate benefit program should not be considered under all cir- 
cumstances as the sole responsibility of the individual States. The 
Nation as a whole has a responsibility when a State, through no fault 
of its own, cannot maintain an adequate program, without imposing 
burdens upon its industry which imperil its competitive position. 

The need for Federal assistance is at the moment more urgent in 
Rhode Island than in other States. But there is no assurance that 
other States will not sooner or later find themselves in the same 
perilous position. Some States have already experienced conditions 
approaching those in Rhode Island. If another wave of widespread 
unemployment should take place, other industrialized States will in- 
evitably be faced with rising costs and steadily diminishing benefit 
reserves. This danger can only be avoided by a workable system of 
Federal grants. 

That this danger exists is recognized by all States meeting in the 
Interstate Conference, and they are agreed that there is need for 

yrotection against this risk. The only disagreement is what method 
is to be used—an outright Federal grant or a repayable loan. But 
we have seen that a repayable loan would not be an adequate remedy 
for Rhode Island and might not be for certain other States in the 
future. Therefore, a direct Federal grant is the only sound solution 
presently available to provide minimum protection. Legislation to 
provide such a Federal grant should be enacted. 

Mr. Foranp. Does that complete your statement ? 

Mr. Roserts. Yes, Mr. Chairman. 

Mr. Foranp. I take it you would like to have inserted in the record 
the charts and tables which are attached to your statement. 

Mr. Roserrs. If you please. 

Mr. Foranp. Without objection, they will be made a part of the 
record. 

(The charts and tables referred to follow.) 

Mr. Foranp. First of all, 1 want to commend you, Governor, for this 
fine presentation of the situation as it exists in the State of Rhode 
Island. I believe this proves what I said at the opening of this session, 
that you are rendering a wonderful service to the people, that you 
are looking after their interests, and that you have this subject and 
others at heart and that you understand them very thoroughly. Your 
statement proves that, and I commend you for it. 

Mr. Ronerts. Thank you, Congressman Forand. 

Mr. Foranp. Do you have any questions, Mr. Mason ? 

Mr. Mason. Yes, Mr. Chairman: I have some questions that have 
arisen in the progress of this statement. 

I gather from this statement and from other evidence that has 
been presented: to our committee that the unemployment problem in 
Rhode Island is relatively much worse than it is in a great many 
other States. That, of course, brings us to the really important ques- 
tion of what can be done about it. 
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Governor, you suggested things that can and should be done. One 
is for the Federal Government to step in and aid Rhode Island. 
There are several questions that would arise in my own mind in con- 
nection with that suggestion. The first one is has Rhode Island done 
all it can to solve its own problem. 

Mr. Roserts. Congressman Mason, Rhode Island has taken every 
step conceivable, every step that has been indicated to it, in trying 
to solve this problem. We have taken action within the past year to 
strengthen the fund by legislation to prevent the outgo, if we might 
use that expression, by restricting the eligibility and tightening up 
the eligibility requirements. 

Mr. Mason. Just how much have you tightened up your eligibility 

uirements ? 

Mr. Rosertrs. By upping the existing eligibility requirements, 
which are $300 earned in the base period of 52 weeks, and we now have 
before the Legislature of Rhode Yland--ond the measure has passed 
the House, and I am confident it will pass the Senate and become law— 
an amendment which makes the eligibility requirement far more 
severe, inasmuch as it would provide for $300 and 15 weeks of work 
or $750 in the base period. We are informed by the Department of 
Employment Security that that will prevent the outgo from the 
fund of some $400,000, and if we continue at the present level in Rhode 
Island to draw on the fund the way we are now, it will mean that the 
fund will be in the black for the first time, I think, in 4 or 5 years. 

Mr. Mason. That Jaw has not become effective yet. 

Mr. Rozerts. No. That is now pending in the upper branch of 
our legislature, but I am quite confident that it will become law. 

Mr. Foranp. It has passed the House and is pending in the Senate. 

Mr. Roserts. Yes. The House of Representatives has passed the 
bill, and I am confident it will become law in a short time. 

Another important thing that will improve the situation that 
came about when people voluntarily quit the labor market is that we 
have made it more difficult for them to draw compensation. They 
must indicate that they intend to return to the labor market and 
within a reasonable period of time. It is estimated that will save 
another $100,000. 

Mr. Mason. I am thinking about our own unemployment compen- 
sation requirements in Illinois. If I quit my job—just walk off with- 
out any reason—I cannot draw unemployment compensation in Illi- 
nois. Can they do that in Rhode Island? 

Mr. Ropers. I do not think so; no. I am informed they cannot. 

Mr. Mason. If I walk off without any reason 

Mr. Rosertrs. And I am informed there is a 4 weeks’ period of 
waiting. 

Mr. Mason. In other words, if I walk off without any assigned 
reason, I have to wait 4 weeks before I can get unemployment 
compensation ? 

Mr. Rorerrs. That is right. And if the employer objects to the 
drawing of compensation, a hearing is provided to make that known 
to the Administrator of the Department of Unemployment Security, 
the fact that he did leave without the consent of the employer or that 
he voluntarily ouite the job. 

Mr. Mason. !n Illinois, assume TI have been unemployed and have 
been drawing unemployment compensation. There I would have to 
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come to the employment office every week to look for work, and if 
suitable work is provided and I just refuse to take it, I am off the 
unemployment compensation. 

Mr. Roserts. We have the same procedure. An unemployed indi- 
vidual is required to go to the unemployment office and take a job in 
a like industry. 

Mr. Mason. Suppose he refuses to do that. Can he still draw unem- 
ployment compensation ? 

Mr. Roperrs. No. 

Mr. Mason. Not at all, or is some penalty provided for 3 or 4 weeks 
and then he can go back ? 

Mr. Roserts. I think there is some penalty under which he can come 
back if he is available. 

Mr. Mason. Governor, we had testimony yesterday to the effect that 
your unemployment fund was depleted some few years ago to the 
extent of some $28 million, which was taken out of the fund and set 
aside for some kind of a sickness benefit fund. 

Mr. Roserrs. Cash sickness benefit fund. 

Mr. Mason. That is unusual and has not been done in other States. 
Would you say that was a mistake and perhaps should not have been 
done? Twenty-eight million dollars, if added to the $21 million, 
would bring you to about $50 million. 

Mr. Roserts. The saving that was taken out of the unemployment 
compensation fund for the cash sickness fund—I am not too aware 
of what was going on at that time. 

Mr. Mason. I understand that. I am just citing that as something 


that ig teen: which helped to deplete your fund. 


Mr. Rosertrs. But assuming that had not happened, I think the 
history of the fund and the outgo that has been imposed upon the fund 
in the last 4 or 5 years, with the economic picture as we see it in 
Rhode Island, shows that the $26 million could only take care of us 
for a very short period of time. 

Governor Ronerrs. Mr. Bride, who is director of the department 
points out that $26,000,000 of it the oneiores contributed, and that no 
other State had a similar type of contribution, and we have established 
a cash sickness benefit fund on the theory that it was an employee 
contribution. The legislature established that sickness benefit fund 
which the employee pays into now. That is purely an employee fund. 

Mr. Foranp. There is that distinction. 

Mr. Mason. It is separate from the unemployment fund now, but 
there were funds taken out of the unemployment fund at that time 
to start this thing, is that the idea? 

Mr. Foranv. The unemployment compensation fund was a com- 
bination employer and employee contribution. 

Governor Roserts. Originally. 

Mr. Foranp. There was payment from that total fund of 1% 
percent, I believe it was that the employees had contributed, not dis- 
turbing the employer contributions. 

Governor Roserts. That is right. 


Mr. Mason. That helps to clear that up. 
Now, then, in Illinois we make quite a fuss about the experience 


rating, and as a result of that more than half of our industries have 
reduced tremendously the amount of unemployment in those indus- 
tries. I am sure from your statement that you have no such ex- 
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perience rating. There we have been able to say whether they have 
good records or bad records. 

Governor Roperts. I am trying to explain that we have explored the 
possibility of an experience or merit rating system. As a matter of 
fact, in the past 4 months we have gone into an intensive study of it, 
thinking that if the conclusions were favorable we would propose to 
the legislature legislation providing for merit rating, but he ‘ause of 
the make-up of our economy, because of the textile and jewelry indus- 
tries being so seasonal, and because they employ perhaps more than 
GO percent of our employees in manufactures, they being seasonal and 
going into slumps, and going off together, the employees in that area 
have imposed a great strain upon the unemployment compensation 
fund, and if we were to set up an experience rating system in order to 
give the industries that have a constant employment record any ad- 
vantage, it would just be financially impossible. 

We are thinking as to legislation which would so provide that we 
would not try it until that fund reached $35,000,000 or $36,000,000, 
which I understand is the usual formula that they use. The reason 
we did not pass that legislation is because there is no possibility, in 
our opinion with the present economic conditions existing in Rhode 
Island, that that fund would ever get to $36,000,000 or $35,000,000 to 
have industry enjoy the benefit of that type of system, and we have 
deliberately not done so in this year so that we would have more 
opportunity to study our funds, and more opportunity to see if we 
could not provide by experience and so forth, an experience rating that 
would be a charge back system—the present merit system is not—and 
it would be a system which would be more desirable from the point of 
view of the employer. 

Mr. Mason. In some 10 States, I believe, or more, they have a pro- 
vision in the law which says that the maximum rate that can be levied 
can go up to 4 or 5 percent, in some States. Rhode Island has no pro- 
vision to permit the rate to go up above 2.7 percent. 

Mr. Brine. I think that is correct. 

Mr. Mason. I understand in those States where they do have these 
high maximum rates that they have not been required to call upon 
them because they have not found the necessity for it, but that is a 
cushion upon which they can call in case of need, and that an in- 
dustry in a State that has a good record would be paying 114 or 2 
percent, where one with a bad record would be paying 4 or 5 percent, 
and in that way there is a tremendous incentive to keep the unemploy- 
ment record in your industry down as low as possible in order to get 
the benefit of the difference between 1 and 4 or 5 percent. 

Governor Roserts. That would just point up the basic defect we 
have in our economy. If you put a 4 or 5 percent tax on the jewelry 
and textile industries you would drive them right out of the State, and 
they employ some 60 percent of our employables. So, anything we 
do to impose higher unemployment compensation taxes on the two 
vulnerable industries, if I might use that term, in Rhode Island, would 
be further driving them out of the State, and our thought and our 
action has been devoted to trying to give them an economic climate 
that would permit them to stay in the State and compete with other 
areas, 

Mr. Mason. Of course, if you are going to provide an economic 
climate for them at the expense of the Federal Treasury that is one 
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thing. If you are going to try to solve your own problems, even if 
a higher rate would, perhaps, be very severe upon some industries, 

rhaps if those industries would leave an industry with better stand- 
ing on unemployment could come in to take their place. 

yovernor Roserts. Well, I do not think that we are proposing to 
have Rhode Island simply ask the Federal Government to take care 
of Rhode Island. We are asking, in Congressman Forand’s bill, as 
I understand the proposal, asking for a nonrepayable grant out of 
the three-tenths of 1 percent tax that comes to the Federal Govern- 
ment and that is now being used for administrative purposes, and 
is being disbursed to the States for their administrative duties and 
responsibilities. In some States they are taking from that fund that 
results from the three-tenths of 1 percent any excess of what they 
put into it. 

Mr. Mason. Yes. 

Governor Rosgerts. So, the pattern is pretty well established that 
the Federal Government does take care of that area where the States 
need it. Now, it has limited it to administrative costs, and this essen- 
tially proposes that they also give us cash in the area where we need 
money, to pay benefits. 

Mr. Foranp. Pardon me right there, Mr. Mason. 

I think it might be well to clear the atmosphere there also by saying 
that while Rhode Island feels the need for grants as such, the State 
administration itself, the Governor and the legislature are trying to 
find ways and means to strengthen the economy of Rhode Island, 
regardless of any connection with this particular proposal on un- 
employment benefits. They are two very separate and distinct pro- 

osals, and one would not offset the other. It is the intention of the 
tate, and they mean to change its economy and finances to try to 
meet the problem. 

Governor Roperts. That is right. 

Mr. Mason. I am thinking mainly, Governor, of the principle that 
is involved in this. I will illustrate it this way. I have a family of 
several children. Some of them are doing pretty well, and some of 
them are not doing so well. Now, then, here is one who is not doing 
well, and he needs some help. Should I hand over to that one who 
is not doing so well a gift of $5,000 or so to tide him over, or should 
1 say, “Now, here, son, I will let you have $5,000, but that is a loan, 
and you have to pay it back, and you have got to give me security until 
you pay it back”? In treating all of my children alike I would pretty 
nearly have to require him to pay it back rather than grant it to 
one that needed it perhaps pretty badly. I am trying to draw this 
parallel between the Federal Government and the States. 

You get the thought that I have in mind, do you not, Governor? 

Governor Roperts. Yes. 

Mr. Foranp. I would say that you are not that hard-hearted, that 
if you saw one of your children in need that you would do that. 

Mr. Mason. I have done it. I let one of my boys have $10,000 to 
build a home with. The other boy who asked me for funds I refused 
and said, “Get the money yourself, because you are not doing your 
best,” and this one has done his best. 

Mr. Foranp. You are more cold-blooded that T thought vou were. 

Mr. Mason. Of course, I love my children about as well as anybody 
else does, but I believe in trying to be practical in the matter. I had 
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to go to work when I was 14 years old, and it never hurt me any. 
I feel that in handling Federal funds I should follow about the same 
»rinciple that I have followed in handling my own funds, and on that 
ees I would be willing to resurrect the George loan fund or any 
other loan, but I insist that the States have to be able to learn to solve 
their own problems. 

Governor Roperts. I would agree with you, Congressman, if Rhode 
Island was negligent and was not taking steps to improve its economic 
condition and not doing everything it cull, or not doing the things 
that were necessary. 

Mr. Mason. I am willing to loan Rhode Island some of the funds 
right now out of the Federal Treasury which were collected for that 
purpose, by the way, until Rhode Island takes some more steps to 
solve her own problems, but I am not willing to give any grants out. 

Mr. Foranp. Does that conclude your questions, Mr. Mason ? 

Mr. Mason. Yes, that concludes them. 

Mr. Foranp. Governor, we thank you very much for your appear- 
ance. 

Mr. Mason. Governor, you have my sympathy, and that is about 
all. 

Governor Roserrs. Congressman, as Governor, I receive more 
sympathy than any individual in the country, but I find it very 
difficult to balance the budget. 

Il am very grateful to you, Mr. Chairman, for the opportunity to 
present my statement, and I hope that you will give it consideration, 
Whatever your action is, we know that it will be in the best interests 
of the country. 


Mr. Foranp. Thank you very much, Governor. 

Governor Roserts. Thank you, Mr. Chairman and gentlemen of 
the committee. 

Mr. Foranp. Our next witness will be Mr. Thomas Bride. For the 
purpose of the record will you identify yourself, Mr. Bride ¢ 


STATEMENT OF THOMAS BRIDE, JR., ADMINISTRATOR, DEPART- 
MENT OF EMPLOYMENT SECURITY, STATE OF RHODE ISLAND, 
PROVIDENCE, R. I. 


Mr. Brive. Mr. Chairman, and members of the committee, my 
name is Thomas H. McBride, and I am administrator of the depart- 
ment of employment security in the State of Rhode Island. 

It is indeed a distinct pleasure to have this opportunity to discuss 
with the comimttee the serious situation which faces Rhode Island, 
and I want to say that I have observed this committee, and I am 
very happy to see the excellent manner in which the hearings have 
been discussed, and I want to say also that we, in Rhode Island are 
very proud of the whole committee, but, particularly, of our chair- 
man, who has worked continuously for not only the interests of Rhode 
Island but of all of the other States. 

Mr. Mason. You have good reason to be proud of him, sir. I even 
get along with him pretty well. I differ with him quite often, but we 
get along very well together. 

Mr. Foranp. Let me say that I appreciate the compliments coming 
from both sides of the table. 
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Mr. Brine. I hope, Mr. Congressman, that we will be in agreement 
all of the way down the line. 

In the interest of not repeating too much, the Governor has really 
given a very comprehensive and excellent description of our situation, 
and my presentation will be followed by that of Mr. Taft who will 
go into a little more detail on the type of our economy and its effect 
on our program. 

I have a prepared statement here. It is a very brief one. I am 
not going to read it all, but I would like to read sections from it in 
order to emphasize some of the points that have been made. 

Mr. Foranp. You will skim over it and we will insert the complete 
statement in the record. 

Mr. Briwe. Yes, sir. 

(The matter referred to is as follows :) 


STATEMENT or THOMAS H. Buipr, Jr., ADMINISTRATOR, RHODE ISLAND DEPARTMENT 
or EMPLOYMENT Securiry 


Mr. Chairman and members of the subcommittee, I am very grateful for this 
opportunity to appear before you to present my views with respect to H. R. 
4135 and H. R. 6954. 

Over a period of years, the Rhode Island unemployment bencfit fund has 
suffered continued drains because of high benefit outlays and, as a result, has 
been steadily approaching the point of insolvency. The consistently high benefit 
claims and high benefit outlays have been depleting the reserves faster than they 
can be replaced even at the existing maximum rate of taxation. 

Our financial plight led us to be the first State to conduct, in 1949-50, a syste- 
mat c¢ and comprehensive stdy, benefit financing and solvency of the employment 
secuvity fund, to determine the varying effects of the several factors entering 
into our cost experience and to work out an estimate of what would be our 
benetit obligations and the reserves we could expect over an extended period 
of an entire business cycle, and what tax rates would be required to finance our 
program over such a period. 

The findings of this study confirmed earlier convictions that our high benefit 
costs were due primarily and almost entirely to the nature of our economy and 
to factors entirely beyond our control, and not. as has been too often implied 
or misrepresented, to the undue liberality of our law and administration. Our 
economy has been very ably described and analyzed by the distinguished wit- 
nesses who have preceded me. I shall present to you the detailed facts of our 
benetit provisions and administration. 

We have, for example, reexamined our benefit provisions, as to weekly amount 
and maximum duration. But comparison of our benefit provisions with those of 
other States reveals that our program has not been unduly liberal. 

Rhode Island's basic maximum weekly benefit rate of $25 is less than the 
maximum in 15 States; and adding the States that have dependents’ allowances, 
there are 22 that have a higher maximum than Rhode Island. Only 19 percent 
of the covered workers in the United States have a lower maximum rate for 
total unemployment than the workers in Rhode Island. 

Therefore, the maximum weekly benefit amount in Rhede Island is not only 
not liberal, but compared with the rate in other industrialized States is not 
even adequate. 

Furthermore, the present benefit rate is becoming less and less adequate for 
the Rhode Island worker, as measured by the steadily rising wage levels and 
the cost of living. Indeed, the present benefit rates, if they are to keep pace 
with rising wages and the cost of living, should be increased if our program 
is to achieve its objectives. In 1989, for instance, avernge weekly earnings in 
insured employment amounted to $23.28, the average weekly benefit amounted 

and the maximum weekly benefit amounted to $16. In 1950, the respec- 
tive figures were $55.25, $21.37, and $25. In other words, average weekly earnings 
increased hy 137 percent, the average weekly benefit amount by 114 percent, and 
the maximum weekly benefit amount by only 56 percent. 

It must be emphasized again that Rhode Island is a highly urbanized State, 
and as such entails a higher cost of living than in the less urbanized areas, 
Accordingly, any reduction in the weekly benefit amounts would only result 





UNEMPLOYMENT INSURANCE 341 


in greater inadequacy. It would defeat the very purpose of the program which 
is to provide the worker with sufficient income for meeting minimum living 
expenses during a period of idleness, and through this to prevent the business 
and economic life of the community from suffering further declines. 

Another important cost factor is the duration of benefits, but in this our 
program is found to be even less adequate than with respect to the benefit 
amount. Practically no State is less liberal than Rhode Island with respect 
to duration. Although our maximum duration is 26 weeks, the Rhode Island 
formula is so constructed that only individuals who qualify for the maximum 
rate also qualify for the maximum duration. While many States provide a 
potential duration of 20 or more weeks, Rhode Island protects the average 
worker for an average potential duration of only 16 weeks. 

This is a striking weakness in the Rhode Island program inasmuch as an 
average of about 40 percent of Rhode Island unemployed workers actually are 
in need of greater duration of benefits because unemployment in our State is 
usually more prolonged. 

This is illustrated in the fact that 32,462 workers in 1950 and 24,603 in 1951 
out of 76,430 in 1950 and 83,544 in 1951, who received beenfits, exhausted their 
benefits in the respective 12 months. Any further reduction in duration would 
be unthinkable. 

There were certain provisions of the Rhode Island law, as in the laws of many 
States, which from time to time have required correction or revision. It had 
been recognized for some time that the minimum qualifying amount of earnings 
for receipt of benefits in Rhode Island was too low. In an effort to improve 
the program and restrict payments to those workers who were genuinely attached 
to the labor market, the Rhode Island law was amended in 1951 to require a 
higher earnings as condition for eligibility. At #he present time we have a mini- 
mum earnings requirement that, in dollar amounts, is exceeded in stringency 
by only 5 States and is equaled by only 10 States. 

However, there are States which, in addition to a monetary requirement, have 
other requirements such as weeks of work or earnings in more than one quarter 
as evidence of attachment to the labor market. We believe that this type of 
restriction is desirable and, therefore, the Governor of the State has caused 
to be introduced at the present session of the general assembly an amendment 
which, if passed, will incorporate this further requirement in our law. 

We should point out, however, that since the benefits collected by individuals 
with low earnings were in proportion to such low earnings, they never did 
constitute a heavy drain upon the fund, nor have they represented more than 
a negligible fraction of total benefit disbursements since the inception of the 
program. 

It can, therefore, safely be concluded that the Rhode Island benefit formula 
is less liberal than that in a great many States and, therefore, is clearly not 
responsible for the persistent high benefit costs. 

There are other provisions which, from time to time, have been misrepresented 
as contributing to our high costs. One has been that dealing with the payment 
of benefits to workers unemployed due to labor disputes. Pursuant to this, 
payments are made to striking workers only after an 8-week disqualification 
period. Whether or not this is a good or bad provision is not directly related 
to the question at hand. It is the actual costs of this provision to the Rhode 
Island program with which we should be concerned at this time. 

Rhode Island is an area which has been relatively free of labor unrest. More- 
over, most of the strikes we have had have lasted no longer than 3 to 4 weeks. 
In the 14 years of benefit-paying experience in Rhode Island very few strikes 
have lasted a sufficient time to enable striking workers to qualify for benefits 
after having served the penalty period. Of the total benefits paid in Rhode 
Island in the 14-year period only one-tenth of 1 percent have been paid to this 
group. This sum corresponds to the total amount of benefits currently being 
disbursed in 1 day. 

Another provision is that dealing with the payment of benefits to workers 
during vacation periods. Our practice is again similar to that in other States. 
Those workers who receive vacation pay for the designated vacation period do 
not qualify for benefits. Payment is made only to those few workers, generally 
new employees, who do not receive vacation pay during the period when the 
plant is closed, and then only if they meet our availability requirements. 

There are still other such provisions, dealing with disqualifications for 
voluntarily leaving work, misconduct, refusal of suitab'e work, for not actively 
seeking work, ete. With respect to all of these, Rhode Island, since the 





342 UNEMPLOYMENT INSURANCE 


inception of the program, has had the same approach as most other States. 
Our provisions have always been very similar to, and just as stringent as those 
in, most other States and our administration just as conscientious and effective. 
What is of even more significance is that all of these factors combined can have 
only a very negligible impact upon our high costs. 

However, we do not overlook any opportunity in tightening up in these areas 
to effect further economies. Yet with every new effort made to bring expendi- 
tures and income into alinement through the strengthening of the program, it 
becomes more and more clear that such a goal is unattainable through such 
measures alone. Our real solution lies in the strengthening of our economy to 
effect greater stability in our industrial pattern. This, however, is a long-range 
program and, to avoid disaster in the interim, our only recourse is to seek 
assistance from the Federal Government. That the Federal Government should 
guarantee the financial integrity of the unemployment insurance system is in- 
herent in the philosophy which gave rise to the Nation-wide system of unemploy- 
ment insurance. It was the Federal Government which saw the need for such 
insurance: and, therefore, it remains the responsibility of the Federal Govern- 
ment, for this and other reasons, to see that the Federal-State system so estab- 
lished shall not break down in any State for lack of funds. 

Furthermore, the assumption by the Federal Government of some measure 
of responsibility for the solvency of State funds is entirely consistent with the 
nature of the country’s economy wherein State boundaries are no barrier to the 
free flow of goods and where characteristically a product. consumed throughout 
the Nation is produced only in a few States, the State thus having no means of 
controlling the demand for goods which support its industries. 

That Rhode Island is in need ef Federal assistance is beyond question. That 
this assistance should be in the form of a nonrepayable grant is equally clear. 

Nonrepayable Federal grants are not to be regarded as distasteful on the 
grounds that they are without precedence. They merely provide for the chan- 
neling of moneys collected from taxpayers throughout the Nation to States having 
a particular need for assistance. This is an established practice in our country. 

A repayable loan, such as is provided in the Mills bill, will not relieve our 
situation. Once we reach the situation where our fund is insolvent, it will not 
be possible for us to repay a loan and at the same time improve our financial 
position. 

This does not mean that we do not expect at some time that the State will 
be in an improved economic situation, but the burden of a loan imposes a 
further handicap on our economy and serves as a further bar to the improvement 
of our industrial climate. 

It is not anticipated that we would continually have to call upon the Federal 
Government for grants but we must in periods of decline have this assurance of 
our solvency for the continued operation of our program. 

Moreover, this reinsurance, so called, is not a step toward federalization, any 
more than the provisions of the Mills bill. We are not interested in federaliza- 
tion and we are not trying to bring it about either directly or indirectly. More- 
over we do not believe that the assistance plan proposed in H. R. 6954 will have 
this effect. We shrink just as readily as other States from further unnecessary 
concentration of power in the Federal Government. But this is not an issue 
here. Any provision for grants to States could still be accomplished within the 
framework of a Federal-State unemployment insurance system. We believe 
that the Federal-State system is a good one and we believe that it should be 
continued and improved upon at every opportunity. 

The enactment of H. R. 6954, the provisions of which provide a much more 
effective guarantee of the coutinued solvency of State unemployment insurance 
reserve funds than do the provisions of H. R. 4133, would substantially strengthen 
our present program, 

Moreover, the principle underlying nonrepayable grants to States for benefit 
payment purposes is one that has been accepted since the beginning of the pro- 
gram in the allocation of administrative funds. Since the beginning of the pro- 
gram it has been recognized that the proceeds of the Federal Unemployment Tax 
Act provide a pooled fund serving as the source of funds for the grants appro- 
priated by the Congress to pay the administrative costs of the 51 State employ- 
ment-security programs. Grants have always been made on the basis of need 
without reference to State contributions. In 1950, for instance, some 18 States 
received a total of almost $5 million more for administrative purposes than had 
been collected from them by the 0.3 percent tax. The provisions of H. R. 6954, 
in effect, extend the same principle of pooling and earmarking that portion of 
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these same funds, not used for administrative grants, for grants-in-aid to States 
whose benefit reserves are insufficient to meet their benefit liabilities. Although 
Rhode Island is at the moment closest to insolvency, a Nation-wide depression 
could easily bring more States to the same predicament. 

In view of all this, it must be clear that Rhode Island is not only in need of 
Federal assistance but that such assistance must be in the form of a nonrepay- 
able grant to insure its benefit fund against insolvency and to prevent the break- 
down of its benefit pregram. We do not enjoy our present predicament. We do 
not like the attention given to it. We are anxious to solve our own problems 
and, to the extent that this is within our control, we will. It is only when we 
might falter because of factors beyond our control that we would like to have 
the type of financial assistance provided by H. R. 6954 available. I might also 
add that our plight has awakened the other States to the fact that our burden 
today can be theirs tomorrow and that now is the time to provide the necessary 
and most effective safeguards to protect against insolvency. To that eatent we 
are pleased with the knowledge that we have made a lasting contribution to the 
preservation of this system in each State. 

Mr. Foranp. All right, proceed. 

Mr. Brive. I would like to continue with my statement and make 
a few comments on some of the issues which seemingly have been 
brought out. 

Our economy has been very ably described and analyzed by our 
distinguished Governor. 

I shall present to you the detailed facts of our benefit provisions 
and administration. 

We have, for example, reexamined our benefit provisions, as to 
weekly amount and maximum duration. 

Mr. Mason. When was the reexamination made? 

Mr. Brive. It has been made continuously for the last 3 or 4 years. 

Mr. Mason. In the last 3 or 4 years? 

Mr. Brive. Not in my administration, but it is still going on. 

Mr. Mason. It is kind of a continuing process? 

Mr. Brive. Yes, sir. 

But comparison of our benefit provisions with those of other States 
reveals that our program has not been unduly liberal. 

Rhode Island’s basic maximum weekly benefit rate of $25 is less 
than the maximum in 15 States; and adding the States that have de- 
yendents’ allowances, there are 22 that have a higher maximum than 

hode Island. Only 19 percent of the covered workers in the United 
States have a lower maximum rate for total unemployment than the 
workers in Rhode Island. 

Therefore, the maximum weekly benefit amount in Rhode Island is 
not only not liberal, but compared with the rate in other industrialized 
States is not even adequate. 

Furthermore, the present benefit rate is becoming less and less 
adequate for the Rhode Island worker, as measured by the oven 4 
rising wage levels and the cost of living. Indeed, the present benefit 
rates, if they are to keep pace with rising wages and the cost of living, 
should be increased if our program is to achieve its objectives. 

In 1939, for instance, average weekly earnings in insured employ- 
ment amounted to $23.28, and the average weekly benefit amounted to 
$9.99. 

In 1950 the respective figures were $57 and $21.37. In other words, 
the average weekly earnings increased by 137 percent, the average 
weekly benefit amount, by 114 percent, and the maximum weekly bene- 
fit amount, by only 56 percent. 
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It must be emphasized again that Rhode Island is a highly urban- 
ized State, and as such, entails a higher cost of living than in the less 
urbanized areas. Accordingly, any reduction in the weekly benefit 
amounts would only result in greater inadequacy. It would defeat the 
very purpose of the program which is to provide the worker with suffi- 
cient income for meeting minimum living expenses during a period 
of idleness, and through this to prevent the business and economic life 
of the community from suffering further declines. 

Another important cost factor is the duration of benefits, but in 
this our program is found to be even less adequate than with respect 
to the benefit amount. Practically all States are more liberal than 
Rhode Island with respect to duration of benefits. Although our 
maximum duration is 26 weeks, the Rhode Island formula is so con- 
structed that only individuals who qualify for the maximum rate also 
qualify for the maximum duration. 

Mr. Mason. Pardon me; the duration of unemployment relief, then, 
depends on the period of employment before relief is called for? 

Mr. Brive. No, sir. The duration is a maximum of 26 weeks which 
depends, in Rhode Island, on the individual’s earnings in his base 
period. The amount of money he earns will determine the total 
amount of credits to which he is entitled, and then the amount of 
money he is entitled to is the weekly benefit rate divided into your 
total amount of credits will give you the duration of the benefits. 

Mr. Mason. Then a chap who has been earning big pay would get 
an advantage in the duration period, would he not? 

Mr. Brive. That is right, sir. If he has earned over the maximum 
amount, which would be $2,400 or $2,500 in Rhode Island he would be 
entitled to $650 in credits, and $25 in benefits for 26 weeks, but the 
Rhode Island formula is so established that a great many of our work- 
ers are unable to attain the maximum duration of benefits. 

Mr. Mason. Or the maximum pay ¢ 

Mr. Brive. Yes, sir: that is right. 

While many States provide a potential duration of 20 or more weeks, 
Rhode Island protects the average worker for an average potential 
duration of only 16 weeks. 

This is a striking weakness in the Rhode Island program inasmuch 
as an average of about 40 percent of Rhode Island unemployed work- 
ers actually are in need of greater duration of benefits because unem- 
ployment in our State is usually more prolonged. 

I would like to insert here that as to these two points the Governor 
mentioned them, and I have reiterated them because when you con- 
sider the benefit rate and the duration of benefits you have the core of 
the cost of your unemployment compensation program. 

Mr. Mason. I agree there, but also another very important factor 
is how the system is handled, and how strict you are about putting them 
on relief and taking them off of relief, and that is quite a factor I am 
told in some States. My own State has explained to me how it works, 
and that is an important factor. I am not saying you have not been 
careful about that, but that is an important factor. 

Mr. Brine. Yes, sir: it is a factor in the cost, but the point IT wanted 
to make was your basic factors, and your controlling factors are your 
benefit rate and the duration of benefits. 

There were certain provisions of the Rhode Island law, as in the 
laws of many States, which from time to time have required correc- 
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ion or revision. It has been recognized for some time that the mini- 
mum qualifying amount of earnings for receipt of benefits in Rhode 
Island was too low. In an effort to improve the program and restrict 
payments to those workers who were genuinely attached to the labor 
market, the Rhode Island law was amended in 1951 to require higher 
earnings as a condition for eligibility. 

Mr. Mason. Now, you do not mind, Mr. Chairman, if I try to get 
this clear in my mind as we go along, and you do net, do you, Mr. 
Bride ¢ 

Mr. Brine. No, sir. 

Mr. Foranp. I think we are saving time in clearing wp the record 
as we go along. 

Mr. Mason. You made a study of it which, according to the state- 
ment that the Governor made, will save about $400,000, 

Mr. Brive. And this is an additional change. 

Mr. Mason. This is an additional change ¢ 

Mr. Brive. Yes. Before 1951 our minimum qualifying requirement 
was earnings of $100 or more. That was too low. That brought into 
our program persons who were not regularly attached to the labor 
market. We thought the program was not intended to cover that type 
of worker. So, we raised the minimum amount from $100 to $300, 

Mr. Mason. How does that compare with other States, approxi- 
mately ¢ 

Mr. Brive. $300 is exceeded by only a very few States. 

Mr. Mason. But it does raise it up to at least the average in the 
other States / 

Mr. Brive. Above the average in other States. 

Mr. Mason. For instance, I am a worker, and I work 2 months and 
earn $100 and then go on relief, and then after a few months I get 
another job, and earn another $100 and go on relief. I am one of those 
fellows who lacks ambition. As it is now I have to work 2 or 3 months 
before earning $300, and then I can go on relief ? 

Mr. Brive. That is it. 

Mr. Mason. Proceed. 

Mr. Brive. That study, Mr. Congressman, has been taking years of 
effort to complete. The Governor mentioned, and he also identified a 
further improvement in this section of our law. He believes that a 
true test of attachment to the labor market is the number of weeks 
worked in addition to the earnings. 

Mr. Mason. Yes. 

Mr. Brive. Therefore his proposal now is to require an individual 
to work 15 weeks and earn an average of $20 a week. That 15 weeks 
is extended into two quarters, in that it believes that gives you a much 
better test of attachment to the labor market. 

Mr. Mason. Yes. 

Mr. Brive. That will offer probably a better test in Rhode Island 
by the type of it and in its stringency as far as minimum qualifying 
is concerned. 

Mr. Mason. I am glad to learn that you are doing things to improve 
your own situation. Proceed. 

Mr. Brive. There are other provisions which, from time to time. 
have been misrepresented as contributing to our high costs. One has 
been that dealing with the payment of benefits to workers unemployed 
due to labor disputes. Pursuant to this, payments are made to strik- 
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ing workers only after on 8-week disqualification period. Whether 
or not this is a good or bad provision is not directly related to the 
question at hand. It is the actual costs of this provision to the Rhode 
Island program with which we should be concerned at this time. 

Rhode Island is an area which has been relatively free of labor 
unrest. Moreover, most of the strikes we have had have lasted no 
longer than 3 to 4 weeks. In the 14 years of benefit-paying experience 
in Rhode Island, very few strikes have lasted a sufficient time to enable 
striking workers to qualify for benefits after having served the pen- 
alty period. Of the total benefits paid in Rhode Island in the 14- 
year period only one-tenth of 1 percent have been paid to this group. 
This sum corresponds to the total amount of benefits currently being 
disbursed in 1 day to our total claim load. 

Another provision is that dealing with the payment of benefits to 
workers during vacation periods. Our practice is again similar to 
that in other States. Those workers who receive vacation pay for the 
designated vacation period do not qualify for benefits. Payment is 
made only to those few workers, generally new employees, who do not 
receive vacation pay during the period when the plant is closed, and 
then only if they meet our availability requirements. 

In both of those respects we are practically no different from any of 
the other States, and they do not contribute except an insignificant 
amount of the over-all costs of the program. 

However, we do not overlook any opportunity in tightening up in 
these areas to effect further economies. Yet with every new effort 


made to bring expenditures and income into alinement through the 
strengthening of the program, it becomes more and more clear that 


such a goal is unattainable through such measures alone. Our real 
solution lies in the strengthening of our economy to effect greater 
stability in our industrial pattern. 

In other words, as the Governor pointed out we could adopt through 
legislation the most stringent provisions that might exist in any of 
the other States and incorporate them all into our law, and we would 
still not be able to save a significant amount which would reduce our 
cost and relieve us of this particular danger with which we are threat- 
ened, so that it is not any curtailment that will help, and it cannot be 
possible to solve it that way. It has to be found in some other way. 

I can pass over, Mr, Chairman, reading any more of the prepared 
statement in favor of saving time, and get into some of the issues which 
I believe have been brought out during these hearings. So, I would 
like to make a few comments on some of them. 

1 believe yesterday, Mr. Frank Cliffe appeared before the committee, 
and he raised certain points that I believe need clarification. 

At the same time the day before Mr. Bernard Teets, chairman of the 
legislative committee of the interstate conference raised additional 

oints through rhetorical questions that I think should be answered 
in order to clear the record. 

In some respects Mr. Cliffe and Mr. Teets raised the same issues 
so I will treat them in that manner. 

In the first place, I think I should say that Mr. Cliffe used a chart 
which attempted to indicate that the Rhode Island unemployment 
trend, and its ups and downs of unemployment and Rhode [sland 
benefit payments from the inception of the program ran pretty con- 
sistently with that of the Nation as a whole... I believe he unintention- 
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ally made the statement because the charts would indicate that only 
during the war period did Rhode Island’s benefit payments ever reach 
the low and run concurrently with the national. Prior to the war 
Rhode Island’s benefit payments exceeded them, because Rhode 
Island’s unemployment has greatly exceeded that of the Nation as a 
whole, and I think it advisable to correct that particular situation. 

The charts which are attached to the Governor’s remarks will bring 
that out very clearly. 

It seems like a small point, but Mr. Cliffe attempted to indicate 
that Rhode Island was not faced with an emergency and that its situa- 
tion did not require our immediate attention. 

I would like to say, in the first place, that he indicated that our 
fund was approximately $25,000,000. Of course, our fund is actually 
only $21,000,000, and at the end of this vear, at the rate we are going 
it will be less than that, but I think a difference of 20 percent in his 
estimates from what it actually is is extremely important, because 
that does indicate the seriousness of our problems. 

Mr. Mason. It probably indicates that his figures were as of 6 
months ago, while yours were prepared recently. 

Mr. Brine. That is right. 

Mr. Mason. That is what I gathered. 

Mr. Brive. Another point that Mr. Cliffe made or indicated was 
that our fund today was as strong or stronger than it was in 1939. In 
either event, I think it would be better to say that it is as weak or 
weaker than in 1939. 

As a matter of fact, if we consider the liabilities outstanding today. 
and if we consider all of the factors which make up our fund, and the 
economic conditions in Rhode Island our fund is considerably weaker 
today than it was in 1939, yet in both periods our fund is considerably 
Jess than what any expert would say it should be in order to be on a 
sound financial basis. 

To clear up the point that we will not be faced with an emergency, 
I do want to say this: I think Mr. Cliffe should appreciate as much 
as we do and anyone else certainly that a reserve such as the one in 
Rhode Island of 3 percent of taxable payrolls is far below a safe 
figure. It is far below the figure that any State would dare allow its 
reserves to go. 

Some States might indicate that 6 percent of taxable payrolls 
would be the minimum below which you can go. Our State legisla- 
ture has indicated that 8 percent is the minimum below which you 
can go and allow any tax reductions to employers. 

That is why our present tax variation program is not in effect, 
because our fund has dropped considerably below the safe floor which 
the legislature established at 8 percent. 

So, I think it is safe to say that since our reserve is only 3 percent 
of our taxable payrolls, and since we have a maximum tax rate of 2.7 
percent, and since in 1949 we paid out in benefits 6.2 of our taxable 
pavrolls it amounts to a real serious situation. 

Mr. Mason. And if you have 1949 over again you will hardly be 
able to. 

Mr. Brive. In 1949 we paid out 6.2 percent. Let us say in 1953 we 
will have 3 percent, and we will have a maximum tax rate of 2.7 percent 
of 5.7 percent we nearly could go bankrupt within a year if we have 
adverse conditions. I would like to also point out one other serious 
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part of our situation, and that is we have conditions in Rhode Island 
similar to 1949 as far as the textile and jewelry industries are con- 
cerned, and it is only the defense program and the defense orders and 
the machine tool industry which are keeping us from this year exper- 
iencing 1949 all over again. 

Mr. Mason. Let me ask you now what I asked Senator Moody, of 
Michigan: Have you received from the Federal Government under 
the new policy of allocating contracts, any contracts, not particularly 
on the basis of competitive bids, but where the labor market is in 
oversupply? They have received $800,000,000 in contracts in Michi- 
gan in the last couple of months and it has helped them out tre- 
mendously. Have you received any such war contracts, let not on the 
basis of competitive bids to the low bidder, but ignoring the low 
bidder and giving maybe 5 or 10 percent benefit to the ones needing 
employment ? 

Mr. Brive. Up to this point, Mr. Mason, we have not received any 
such aid. However, the task force which visited Detroit was in 
Rhode Island yesterday, and the Governor met with them and they 
started the machine going. 

Mr. Mason. Yes. 

Mr. Brive. There is one significant point which has to be kept in 
mind in connection with this task force, and that is this policy does 
not apply to textiles, and it is textiles that is causing us our serious 
problem today, and any business that we can get in the other industries 
will help to relieve the situation. 

Mr. Foranp. It is doubtful that we can get any help in the textile 
industry in view of the southern competition that we are meeting now. 
A number of Congressmen from the South are putting up quite a 
fight against this proposal. 

Mr. Brine. There is one other point that both Mr. Cliffe and Mr. 
Teets mentioned, and that is merit rating, and what has been Rhode 
Island’s attitude toward merit rating. 

Mr. Cliffe, in his comments indicated that he did not think well 
of the Rhode Island provision which he indicated was founded by 
the Bureau for some purpose. Whether or not he thinks well of it, 
he at least indicates, in the first instance, Rhode Island’s desire to 
incorporate the principle into its law. 

Mr. Cliffe also might recall that he was invited to come to Rhode 
Island some years ago, and which he did, and attempted to indicate 
that his plan was the most effective merit rating plan. Then he was 
not successful, evidently, in winning our industry to his plan. 
Whether or not his plan is better than ours or better than the plan in 
most of the States is a small point. 

Mr. Mason. Yes. 

Mr. Brome. But I think the Governor has indicated that we are, 
and I want to emphasize that we are conscious of the value of the 
merit rating system. We are conscious of the value of the charge 
back merit rating system. 

The Governor indicated he made an effert only within the past few 
months under general agreement, but he found it impossible to get 
it in at the present time, and thers were two main factors involved. 

In the first place, if we put in the merit rate charge back system 
with a minimum tax rate of 5 mrcent we would have to establish 
maybe a high of 4.5 percent, and a low of five-tenths of 1 percent. If 
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we were to establish that, and we would have to do it, because Rhode 
Island must have at least a 2.7 percent average yield. If we put in 
that range textiles and jewelry would immediately be driven to the 
4.5 percent rate, and then there would be some scattering to other 
of our industries that would have to go to the 4.5 percent rate. 

Now, I think the Governnor has pointed out that that would greatly 
aggravate a very serious situation and probably would do more harm 
to the program than good at this particular time. 

Mr. Mason. It certainly would immediately, but in the long run 
it might help to change your economy some. 

Mr. Brive. I think it would arouse additional employer interest 
which we would like to have, and which we would welcome. 

Mr. Mason. And which you would welcome ¢ 

Mr. Brive. Yes, sir. 

Mr. Mason. I think part of the blame is in the fact that they have 
not been too much interested in this merit rating system. 

Mr. Brive. Evidently because they could not see the actual cost 
as it was affecting them, but I think they see it more realistically now, 
and I think we will get their interest. 

There is one other point that I want to make, and that is in respect 
toa safe reserve. Our law now establishes a safe reserve at 8 percent. 
We have been shown, by experience, that we cannot even keep our 
funds up to 8 percent, and, therefore, if we put in any form of merit 
rating we certainly should not ever fall below 8 percent, and under 
present conditions, as the Governor pointed out, it would take us any- 
where from 4 to 8 years before an employer would be entitled to a 
tax reduction if we put merit rating in at the present time. 

There are one or two other points that Mr. Teets, by way of rhetori- 
cal question indicated. All of his questions seemed to be directed to- 
ward casting a cloud around Rhode Island, and singling it out as a 
State that was unduly liberal and had provisions peculiar to the State, 
and that we did things that no other State did. I want to say that 
1 think the things we have pointed out indicate otherwise. 

Mr. Mason. That is an answer to that kind of question. 

Mr. Brive. I am sure any further analysis and going into any 
of the provisions would show it. 

You asked a question of the Governor as to whether we require an 
individual to report to the employment office each week. 

I want to say, sir, that we not only do that, and we do it very dili- 
gently, but we have a search for work policy that requires that in- 
dividual to do as any reasonable person is expected to do under the 
circumstances, to go out and search for work independent of the em- 
ployment office, and we are following that policy as vigorously, if not 
more so, than any of the other States which I believe have adopted 
the same policy 

There are one or two other points that I think need some clarifica- 
tion. I believe that they were brought up by Mr. Williamson, my good 
friend and associate, and the president of our interstate conference. 

In the first place he stated, as have several others, that this is a 
step toward federalization. The inference, while it might not be 
intended, is there that Rhode Island is interested in the federalization 
of this program. I want it to be established on the record that we 
are not. 

Mr. Mason. I would not think you would be. 
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Mr. Brive. We are not interested in federalization of the program, 
and we are not seeking it directly or indirectly through this effort. 

As a matter of fact, we do not believe that the adoption of the Fed- 
eral so-called reinsurance, or direct grant is a step toward federaliza- 
tion in any way. 

We do not think it is in issue, and if it were to be considered as a 
step toward federalization it certainly is a lesser step toward it than 
are two of the provisions of the Mills bill, with respect to which I 
would like to make two or three comments. ; 

Mr. Williamson also indicated that he represents the interstate 
conference, as he does well, that the interstate conference has spoken, 
and that the majority of the conference has been opposed to this di- 
rect grant which we favor, and that the majority has spoken in 
favor of the Mills bill. 

However, I do feel that if we were to take a poll of the State ad- 
ministrators today with respect to both of these bills that we would 
find considerable sentiment against certain of the provisions in the 
Mills bill, particularly the redistribution of the surplus. It is a 
growing sentiment, and I think that in order to truly reflect the 
growing sentiment in the conference that the States should have been 
polled within the last 2 or 3 weeks, and I think we would have found 
this growing sentiment against this particular thing. 

Mr. Mason. Cannot that be done over the Easter recess before we 
finally act on these bills? 

Mr. Brive. I would certainly suggest that it can be done, and I 
think it should be done. 

In addition to that I think this subject matter is worthy of a more 
intensive review by our conference and I would suggest that the admin- 
istrators from the various sections of the country be brought together, 
in addition to the executive committee, to see if they cannot determine 
the common sentiment of the administrators. 

Mr. Foranp. Will you suggest that to Mr. Williamson ? 

Mr. Brive. I certainly will, Mr. Chairman. 

Mr. Foranp. I think you can be assured that the committee would 
appreciate having the information that would be gathered as a result 
of such a move. Am [ right about that, Mr. Mason ? 

Mr. Mason. Yes; we want to get as much light on this as possible 
before we act on it. 

Mr. Fcranp. I think that would be a good idea. 

Mr. Wittramson. The last meeting we have had on this was in 
November. 

“3 Foranp. But you have not taken a poll on it since then, have 

ou 
. Mr. Witxitamson. No; not in the last couple of weeks. 

Mr. Foranp. My bill, for instance, was not introduced at that time, 
they did not know anything about it, and they should have that, and 
I think the suggestion which was just made by Mr. Bride might be 
well worth while at this time, and the committee would appreciate it 
if something could be done about it. 

Mr. Witiiamson. We will take it under advisement and do the best 
we can on it. 

Mr. Foranp. Thank you. 

Mr. Brive. There was one other point that Mr. Williamson men- 
tioned and, Mr. Congressman, you brought it up in your discussion 
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with the Governor, and that is the fact that Rhode Island has only a 
maximum of 2.7 percent while several of the other States have pos- 
sibly maxima of 3 to 3.5 percent. 

Mr. Mason. I think one of them goes up to 6. 

Mr. Brive. First of all, in some of those States during the war, in 
particular, they did levy an additional tax, but as I understand it that 
tax was levied more on the defense employers with war orders, which 
were on a negotiated basis, cost-plus contracts, so that it was a smart 
idea for the States to retain in the State for this purpose that which 
would have gone to Washington in taxes anyway. It was a specialized 
tax, and I do not think in those States it represents the maximum to 
which they expect their regular employers to go. Also, I believe in 
the other States, and I sincerely mean this, Mr. Congressman, in most 
of the States where the tax rate is higher than 2.7 percent there are 
very few employers paying that rate. 

Mr. Mason. Hardly any. 

Mr. Brine. In those States the average tax rate is probably 1 percent, 
or 1.2 or 1.3 percent, and even though there were individual employers 
paying that high rate they did not represent the dominant industries 
in those particular States. 

Therefore, if we have to have a tax rate of 5.5 percent or 4 percent, 
where we differ from those other States is that most of our industrial 
employers would be paying the maximum rate, particularly textiles 
and jewelry, who could not stand the additional burden, which would 
aggravate the situation. 

Now, those dominant industries in Rhode Island provide our life- 
blood, and on their welfare depend business conditions in your trades 
and in your other supporting industries, and as the burden becomes 
greater we depress our manufacturing industries, and that in itself 
is going to find its way into other business, and that is where you 
get this snowballing of a depression. So, it is quite a different situa- 
tion to say that a given State has a maximum rate of 5.5 percent 
when you realize that their average cost is so low that nobody will 
ever reach it, but it is not fair to expect Rhode Island to adopt 
a similar rate when you appreciate the damage that it would do 
to our dominant industries at the present time, or until such time 
as we can diversify in our industry to protect this dominance. 

Mr. Mason. Now, you put a thought in my mind, sir. 

I am an industrialist in the State of Alabama in the textile in- 
dustry, and I only work half of the year, or three-quarters of the 
year, and I make a certain profit. Out of that profit I have to pay 
Uncle Sam a certain amount of tax. Supposing instead of paying 
Uncle Sam that tax I pay a higher rate of unemployment compensa- 
tion or insurance, which I deduct from the cost of production, I 
deduct that from my tax return to Uncle Sam. 

Mr. Foranp. That is deductible as a cost of operation. 

Mr. Brive. Probably so. 

Mr. Foranp. It is a business cost. 

Mr. Mason. So, I say here I am paying Uncle Sam 10 percent or 
20 percent, depending upon the bracket I am in, why not pay 5 
percent or 6 percent or 7 percent into the unemployment fund for 
the benefit of my employees and say, “Now, Uncle Sam, you do not 
get that money; my tax payment to you is going to be less because 
of that.” You gave me that thought from your war-contract sug- 
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gestion. Is not that a good idea? It does not make a bit of differ- 
ence to me as an industrialist; I have to pay Uncle Sam a certain 
amount, and instead of paying it to Uncle Sam I pay it to this 
unemployment fund and deduct it from what I have to pay Uncle Sam. 

Mr. Foranp. We will now recess until 1: 30. 

(Thereupon, at 12 noon the subcommittee recessed until 1:30 p. m. 
of the same day.) 

AFTERNOON SESSION 


The Subcommittee on Unemployment Compensation resumed its 
session at 1:30 p. m., Hon. Aime J. Forand (chairman) presiding. 

Mr. Foranv. The committee will come to order. 

We will resume our hearing where we left off at the time of recess 
when Mr. Bride was testifying. 

Will you continue, Mr. Bride? 

Mr. Brive. Mr. Chairman and members of the committee, you have 
been exceedingly considerate and patient, and I am going to try to 
finish as quickly as possible. There are two or three major points I 
would like to cover for the record, and I shall do that as briefly 
as I can. 

There is just one further point I want to make with reference 
to the 2.7 tax. As was indicated earlier, that 2.7 tax is not a sacred 
figure; it can go up or down. It was also indicated that employers 
should bear the burden and pay the tax according to their experience 
and at the same time work out the cost on their production. I would 
simply like to indicate that this is not followed here in this system 
or, from my experience, in any other insurance system. There is al- 
ways a compromise level; there is always a point beyond which any 
employer cannot be expected to bear the whole burden. As a matter 
of fact, in any rating system there is a volume involved, and we all 
appreciate that. For example, in Wisconsin their rate would be 20 
percent, and nobody, not even the proponents of the Mills bill or any 
one of the administrators, would indicate the employers should have 
to pay a 20-percent burden. There may be some with 10 percent, and 
nobody would advocate that. So, I think we should agree on the prin- 
ciple that there is a point beyond which the tax structure is not good 
because of the unreasonable burden on employers or the industry. We 
have maintained that that point is 2.7 in Rhode Island. We think that 
is the maximum for our State, because experience has shown that, and 
none of the States have even approached the average tax of 2.7 percent. 

Mr. Foranv. Even if they show they pay that, actually they are not 
collecting it ¢ 

Mr. Brive. That is correct. 

Mr. Mason. What would you say with reference to what the Federal 
income tax should be? Is there a point beyond which it should not go? 

Mr. Brive. Well, I think it has already gone to a point where I 

Mr. Mason. Very well. Go ahead. 

Mr. Briwe. The second point that I would like to make some observa- 
tion on is this: the redistribution principle in the Mills bill: that is, 
the redistribution of the excess to the States on the basis of their tax 
structure. 

In the first place, it has been indicated by the proponents of the Mills 
bill that we should not adopt such reinsurance because it would be a 
direct Federal grant. It would be a sort of gift or hand-out; and, 
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therefore, the interstate conference could not approve it, and the other 
proponents of the Mills bill could not approve it. 

I want to point out that—at least, in the interstate conference—the 
administrators have approved the principle of direct Federal grant. 
Right now there are 18 States—and I have a list of them here—that are 
bankrupt as far as their administrative expenses are concerned. Rhode 
Island is one of them. That State now receives in excess of what its 
part of the three-tenths of 1 percent would be. So when Mr. Teets 
asked “Why should they collect tax from their employers and put 
that money or a part of it into Rhode Island,” why, he is not being 
consistent with the facts, because he has already approved that. And 
I might indicate, as indicated, when he was leader in the interstate 
conference some 3 years ago—as a matter of fact, it was 4 or 5 years 
ago, about 1947, at Hot Springs, Ark.—he was a leader in protecting 
those States against the 100-percent offset on the ground that the Fed- 
eral Government should provide this direct grant to the States. 

Mr. Mason. Your point is: If they are going to be consistent, they 
would support this very same principle. That is the point you bring 
out ¢ 

Mr. Brive. That is right. But the more serious part is the protec- 
tion of the rights of the workers in the trust fund. 

Mr. Foranp. Mr. Bride, will that paper be in the record? 

Mr. Brive. Yes. I was going to ask at the conclusion that we might 
have permission to include this packet of material in the record. 

Now the other point: What is the redistributlon? The proponents 
of the Mills bill argue that we do it for admnistrative expenses 
but they say we would never want a direct Federal grant made for 
the payments of benefits. Well, gentlemen, I submit that those who 
support the Mills bill in the interstate conference have gone on record 
as favoring a redistribution which provided for direct grants to the 
States for the payment of benefits. Take Rhode Island as an example. 
We are now getting in excess of the 0.3 percent for administration. 
Under the redistribution principle in the Mills bill, Rhode Island will 
get each year approximately $250,000 to $300,000. That is not all our 
money. We have already gotten more than that. That comes from col- 
lections in other States. And we are going to get that, gentlemen, each 
year, year in and year out. We are not asking for that, and we do not 
think that is particularly sound, but in our financial situation I could 
not say that $300,000 would not be welcome, but that is going into our 
reserve fund and that is going to be used for the payment of benefits. 
Therefore, they are perfectly inconsistent in saying on the one hand 
that it should be used and then ask the Congress on the other to provide 
for this redistribution. 

I have one or two other points on redistribution, and then I will 
have completed our attitude on it. 

The redistribution is intended to take this excess and put it back 
into the hands of States, who will manage it, and they will have 
more for administrative purposes. In my opinion, we could not hon- 
estly ask that in Rhode Island, because in the first place the law does 
not provide—and those who have opposed it in the interstate confer- 
ence do not intend it—that the money should go back and be con- 
trolled by the legislature or by the State budgetary control. It is 
their intention that the excess come back to the agency, through the 
agency, and that agency be free from the ordinary controls of the 
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State, so that they might use it for administrative purposes as they 
cleem necessary. 

I have to go on record as saying as a State administrator that that 
is not sound budgeting. It is not sound financing, and no adminis- 
trator would even suggest that we get away from the regular budget 
control, because, if we do, we are on very dangerous ground. 

Mr. Mason. I understood Mr. Mills to say on that point that he 
was suggesting an amendment to provide that the legislators shall 
allocate it. 

Mr. Brive. If it were to be adopted, that certainly should be one 
of the requirements. 

Just one further point on that; that is this: I think what the ob- 
jective here is—it may not be the objective, but it will be the result— 
that Congress is being asked to give up its one of budgeting 
ithe money and controlling the purse strings for this program. At 
the same time, it is the Congress that determines how much money 
we are going to have in the budget. That is not stripping the Secre- 
tary of Labor of any power; it is not his power now. He does nothing 
Lut allocate the money that Congress appropriates. 

Under this bill, it reduces that point, reduces the responsibility of 
the Congress, which passes originally on the appropriation. 

Again taking as an example Rhode Island, we form our budget; 
we go through the regional office in working up the budget, and then 
that goes to the Bureau of the Budget and then to the President, who 
submits it to the Congress. If this bill is adopted, we need not come 
to Washington at all, because, if Congress in its wisdom should cut 
down the fund, through redistribution it is going to come to the 
State, and we will get it at that point. I think that is a very seri- 


ous yee: and I do not think I could subscribe to that, and I do not 


think any State administrator should subscribe to the principle of 
<dlivesting Congress of their budgetary control. I think we should 
strengthen it. It is for that reason that I should think it would be a 
very dangerous thing to adopt the principle of the Mills bill; and I 
wredict, if adopted, it would possibly be more influential, the most 
influential thing, in destroying the present Federal-State system 
which we now have. 

Now, I have one major point I want to make. That is with refer- 
ence to the rapayable loan. I think I have tried to make clear that 
Rhode Island does not want to be different from the other States, 
and we do not want to be saying that we cannot and will not meet 
our obligations; but I simply want to say that when and if we go 
hankrupt—and let me say we do not want to; we never want to get 
to the point where we have to borrow, go to the Federal Government 
and borrow money; we do not enjoy that any more than anyone else; 
we want to be free just like the other States, and we are going to try 
to hold our own and to pay our own way, but if we go bankrupt, it 
would be gradual, and this would put an excessive strain, a further 
excessive strain, above the 2.7 tax. 

Now, let us assume we had a plan to borrow $6 million. Our experi- 
ence shows, gentlemen, that we cannot borrow $6 million and repay it 
ond at the same time have sufficient money to rebuild our reserve. 
Our experience proves we cannot do that. 

Mr. Mason. Under your present rates, at least. 
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Mr. Brive. That is right—not under our present rates. So that 
we just cannot do it, as you mentioned, under our present rates. 

Now, if we did borrow under this, our repayment situation is such 
that we would have in effect a rate of 5.7 percent. 

Mr. Mason. Pretty stringent. 

Mr. Brive. Yes. 

Mr. Mason. And you are only going to borrow under pretty des- 

— situations because of the stringency of the repayment prob- 
em. 
Mr. Brine. It is stringent, but I would say this: That if we had to 
raise the rates they probably would rather not raise them than to sub- 
mit to such a method of repayment, when we know we cannot pos- 
sibly do it. Again, if they want Federalization, that is one way of 
doing it. Excessive controls could be used over States that find them- 
selves in this condition. 

In conclusion, I would like to make just one other point, Mr. Chair- 
man, and to introduce into the record some statements I have. 

The chairman read into the record a telegram from the secretary 
of the Associated Industries of Rhode Island in opposition to re- 
insurance. I, too, was startled by it. Whether they are sincere I 
am not in a position to state, but I do not think they understood the 
redistribution situation or the repayable-loan feature of the bill. 
I know, if they realized the extent to which it would raise their taxes, 
they never would have supported it. 

I would say, however, that we have all of these, the majority of the 
employers’ associations, represented on the advisory council as well 
as on the major labor organizations, and in each instance they have 
unanimously approved the resolution in favor of reinsurance. I will 
have to say that in the most recent meeting the representative of the 
Associated Industries was not present; and, therefore, they did not 
act on it. But the textile association, the jewelry association, the 
chamber of commerce, the metals trade, the cost-accounting associa- 
tion, and the retail-trade representatives were all present; and the 
point I am making is that, through the advisory council, therefore, 
a great majority of the industrial and labor organizations and a 
great majority of the employers in Rhode Island are in favor, I am 
sure, of this reinsurance proposal. 

Mr. Mason. That means the grant? 

Mr. Brive. Of Mr. Forand’s bill. 

Mr. Mason. That is what you call reinsurance? 

Mr. Brine. Yes; the so-called direct grant. Also, I would like to 
indicate that our State legislature unanimously, without any opposi- 
tion at all, with a Republican Senate, so-called, and a Democratic 
House, so-called, without any objection at all, has for 1 or 2 years 
unanimously adopted a resolution memorializing the Congress in 
favor of this reinsurance. In addition to that, we have the complete 
support of our press, and I would just like to read into the record one 
or two editorials from our leading newspaper, the Providence Journal- 
Bulletin—not only the leading newspaper in Rhode Island but one 
of the leading newspapers in the country and recognized as such. 

Mr. Foranp. And not a Democratic paper by any means. 

Mr. Tart. It calls itself “Independent Republican.” 

Mr. Brive. In adition to being a newspaper, it is just as diligent 
and ageressive as any newspaper in any State in seeing that we have 
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a good program and it is kept a good program and that we confine the 
benefit expenditures in line with the economic level, according to the 
original objective. But, in conclusion, I want to say that, while we 
“re asking something for Rhode Island, the over-all problem is to 
present our situation here to convince the memberes of this committee 
and the Congress that this situation is only typical of what can happen 
in any other State and it is not for Rhode Island alone. 

I just want to read this to you, and then I will be through. This is 
a reprint of the Providence Journal-Bulletin under date of March 4, 
1952 [reading]: 

No one carefully pondering the testimony of Director Goodwin of the Bureau 
of Employment Security regarding the condition of Rhode Island's unemploy- 
ment-compensation fund can easily escape a conclusion that Federal reinsurance 
of the fund is an essential need. At the present time the fund is under great 
pressure. A very substantial number of involuntary idle workers have been 
draining away its reserves faster than they can be replaced even at the existing 
maximum rate of taxation. 

In this situation Mr. Goodwin says a return of the even greater unemploy- 
ment that prevailed in this State in 1949-50 would soon exhaust the fund. If 
Rhode Island is to be safeguarded against such a dangerous contingency, he 
explains, either the fund must be federally reinsured or the rate of taxation must 


be sharply increased. 

And here is the major point I wanted to develop, Mr. Chairman. 
fContinues reading: | 

To increase the tax rate would be economically inadvisable even if the general 
level of prosperity in this State were higher than it is now. To attempt to 
impose a higher rate under prevailing conditions would but aggravate the very 
adversity which today’s unemployment volume reflects. 

The better answer to our problems, quite obviously, is Federal reinsurance. 
Nor do we advocate this preferred alternative solely because of Rhode Island’s 


present need. 

And here is one other point that I want to get in the record, Mr. 
Chairman: 

In such an untoward event not merely a single State’s welfare nor even that 
of several States would be the principal thing at stake. The practicability of the 
principle of unemployment insurance without residual Federal financial guar- 
anty would be under immediate and direct challenge. We must not forget that 
our Nation-wide unemployment-compensation system never yet has been tested 
by universal depression. 

Rhode Island's peculiar plight furnishes now a very persuasive reason for 
Congress to provide Federal reinsurance not simply for a single State but for 
all the States. 

There are other parts of this, Mr. Chairman, but I thought the 
point should be made and made clearly enough for the record, because 
it is typical of the threat to other States, and now is the time to act 
in order to provide the protection which may affect any given State. 

Now, Mr. Chairman, I would like to introduce this materia] for 
the record ; but, before I do that, there is one other point I came near 
overlooking, and the point I wish to make is this: We have considered 
this repayable-loan proposal, and because we are concerned we have 
been led to inquire what the situation is in our State and in other 
States, as to whether or not there would be any prohibition in the 
State constitution with respect to borrowing. We have referred to 
the Rhode Island Constitution, and we find there is a provision which 
prohibits the State of Rhode Island from borrowing money in excess 
of $50,000 without first submitting it to a referendum. 
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Mr. Mason. May I ask whether the State could not borrow, if the 
unemployment set-up could not borrow, under this arrangement of 
the Mills bill? 

Mr. Brive. I have asked our legal counsel to review it and to give 
me an opinion. His opinion is that we would be prohibited from 
borrowing this money on the ground that the constitution does permit 
of forming a corporation, not a State agency, some corporation that 
might be chartered by the State, not an agency itself. That is the 
opinion of our counsel, and we are now concerned with that, and it 
is going to be submitted to the attorney general for final opinion. 
I understand the same problem does exist in other States. 

Mr. Mason. It occurs to me that it exists in several States. 

Mr. Brive. There are 28 States—I have that list somewhere—and 
it does represent a very serious problem that should be clarified. 

Mr. Foranp. Right there may I ask you would the provisions of the 
George loan bill meet with that same objectionable situation / 

Mr. Brive. I think very probably it would, Mr. Chairman. It does 
so far as I understand the provisions. 

Mr. Mason. It was never tested. It was never used. 

Mr. Brive. We never got to that point, but I think it would apply 
to it just as it has always done. 

Mr. Foranp. That 1s a very important point, and I am glad you 
brought it out. 

Mr. Brive. That concludes my remarks, Mr. Chairman, and I 
thank you kindly for your consideration and your patience. 

Mr. Mason. You have thrown some light on this problem that we 
are considering. 


Mr. Brive. Thank you. I hope so, and it is our hope to be of service, 
and if we have, then we are very glad of it. 

Mr. Cuarmman. I submit this packet of material for the record. 

Mr. Foranp. Without objection, it will be received. 

(The material referred to 1s as follows:) 


Excerpt From Minutes oF MEETING OF WEDNESDAY, Marcu 22, 1950 


The subject of Federal reinsurance was again discussed. It was unanimously 
agreed that Rhode Island should have some protection in drastic times, and the 
Rhode Island Textile Association was placed on record in favor of the principle 
of reinsurance. After a lengthy discussion, the following resolution was unani- 
mously passed : 


“RESOLUTION—THAT TILE ADVISORY COUNCIL GO ON RECORD ENDORSING FEDERAL 
REINSURANCE OR FEDERAL ASSISTANCE” 


The following members were present : 

George H. Reama, chairman. 

Edward S. Farrell, vice chairman; executive council, American Federation of 
Labor. 

John R. Cavanaugh, secretary; manager, Rhode Island State Industrial Union 
Council. 

James A. Annable, business manager, International Association of Machinists. 

Dwight K. Bartlett, vice president, Builders lron Foundry, Board of Managers 
of Association Industries. 

William H. Briggs, Jr., Rhode Island Textile Association. 

Carleton I. Fisher, vice president, G. L. & H. J. Gross, Inc., Rhode Island Associa- 
tion of Insurance Agents. 

Thomas F. Kearney, business representative of the International Brotherhood of 
Electrical Workers, Local B—-99, representing the electrical workers of the 
American Federation of Labor. 
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Albert Laferte, general treasurer, Industrial Trades-Union of America. 

Lloyd L. Millard, Rich & Horton, Inc., the Metal Trades Association. 

Joseph C. Novo, manager, Rhode Island State Industrial Union Council. 

Edson W. Sawyer, treasurer and general manager of Improved Seamless Wire 
Co., the New England Manufacturing Jewelers and Silversmiths Association. 

Frank Sgambato, chairman, Senate Committee on Labor. 

Eugene Thibeault, president, Industrial Trades-Union of America. 


Hetena, Mont., Mareh 25, 1952. 
Mr. MARION WILLIAMSON, 
President, Interstate Conference of Employment Security Agencies, 
State Office Building, 
Atlanta, Ga.: 

I am concerned about the statements being received on proposed legislation and 
congressional hearings pertinent to fund positions such as Rhode Island is facing. 
It would appear there is real need for assisting Rhode Island and believe their 
problem is worthy of the conference's serious consideration. I believe the posi- 
tions of the parties concerned will be further widened unless we can review all 
facts and agree on a compromise or solution, I believe further that the executive 
committee should not assume the full burden of this problem, but should arrange 
a national meeting on this subject only. The continuation of the pro and con 
positions can only lead to complete misunderstandings and possibly misinterpre- 
tations and misstatements of State administrators’ positions. Great harm could 
be done to our conference and even more important to our program as a whole. 

UNEMPLOYMENT COMPENSATION COMMISSION, 
M. Joe MiLier, Chairman. 


Srate oF Rriope ISLAND AND PROVIDENCE PLANTATIONS, 
DePARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 7, 1952. 
To: All State administrators. 
From: Thomas H. Bride, administrator, 

Attached is a chart (see Governor Roberts’ testimony) which presents very 
simply and very graphically the extent of postwar unemployment in Rhode Island 
as compared with that in the United States for the years of 1947 through 1951. 

The cost of Rhode Island's unemployment-compensation program, which dur- 
ing this whole period was greatly in excess of the national average and of prac- 
tically every other State cost, can be attributed directly and basically to the 
severe fluctuations which are shown on this chart. This pattern of unemploy- 
ment in turn is directly attributable to our type of economy. For reference to 
the facts in support of this, I refer to our letter of February 8, 1952, and to the 
statement attached thereto setting forth the need for reinsurance of State unem- 
ployment benefit funds. 

You might for comparison chart the unemployment pattern for your own State 
and thus quickly discern the reasons why they are greater or lesser for the Nation 
as a whole or for Rhode Island in particular. 

Our purpose is to help you understand our situation and to that end we would 
be happy to receive your comments or submit any information you might desire. 


_—_— 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SeEcuURITY, 
Providence, R. I., March 14, 1952. 
To: All State administrators. 
From: Thomas H. Bride, administrator. 

Attached is a copy of a reprint of an editorial which appeared in the Providence 
Journal and Evening Bulletin of March 4, 1952. I am sure that you will find it 
interesting and helpful when read together with other editorials and other mate- 
rials which have previously been sent to you. This shows more effectively than 
we might be able to point out the extent to which the situation in Rhode Island 
has aroused the interest of the public and the press. 
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This same understanding and interest is again reflected in the unanimous 
action of our State legislature in adopting a resolution urging Congress to pro- 


vide this type of protection. 
(The editorial was submitted by Edwin C. Brown and appears on p. 479.) 


SratTe OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. 1., March 12, 1952. 
To: All State administrators. 
From: Thomas H. Bride, administrator. 

Attached is a chart (see Gov. Dennis Roberts’ testimony) which sets forth 
rather clearly the average annual percentage of insured unemployment in Rhode 
Island and in the United States for the years indicated thereon (1947-51). 

This again, in a little different form, reflects the severity of the unemployment 
pattern in Rhode Isiand as compared with that of the Nation as a whole. From 
this it logically follows that the costs of the unemployment-compensation pro- 
gram in Rhode Island would be that much higher than that for the Nation 
as a whole. This pattern, of course, has persisted and will continue until such 
time as Rhode Island is able to effect diversification of its industry, and more 
stability to its economy, the lack of which in both instances is the basic con- 
tributing factor to this unemployment pattern. 

The fact that we in Rhode Island are suffering from this condition is of 
greater significance to us, but it should also be of great significance to all of the 
States who could at some time in the future experience a similar situation. 

If you care for any information, please feel free to call upon us, 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 17, 1952. 
To: All State administrators. 
From: Thomas H. Bride, administrator. 

I am attaching a copy of a communication which I have addressed to Mr. 
Stanley Rector, legislative director, Unemployment Benefit Advisors, Inc. 

The subject matter is, generally speaking, the proposal for reinsurance as 
against the proposal for a repayable loan. I was moved to write to Stanley 
because of the comments he included in his most recent issue of the Advisor in 
opposition to the reinsurance proposal. In the event that you have not received 
or read that issue, I am attaching a copy of it. 

I trust that you will get a chance to read these communications, and I would 
invite any comments that you would have to make on any of the arguments for 
or against the proposal. 


Mascu 13, 1952. 
Mr. STANLEY REcror, 
Legislative Director, Unemployment Benefit Advisors, Inc., 
Washington, D. C. 

DeArR Stan: I have read carefully your most recent issue of the Advisor 
in which you refer to the Mills bill. This is one instance where I must take 
issue with what you say because I believe your position is contrary to the fact 
and does an injustice to a most worthy cause. I wish also to avoid reference 
to the Moody bill because of my interest in directing my comments to your state- 
ments with reference to the Mills bill. 

In this issue you refer to the “position of State administrators” and “suggestions 
of State administrators.” To the reader this might look as though all of the 
State administrators spoke unanimously. This you know to be contrary to the 
fact. For example, we in Rhode Island have not supported that bill, and one 
of the reasons is its failure to provide the reinsurance feature. This is so with 
several other States. I think when the facts of the situation are studied closely 
even more States will be very much in favor of reinsurance, so-called, as against 
a repayable loan. Therefore, I suggest that it would be fairer to all of us if 
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you referred to some of the State administrators or referred to the interstate 
conference if they have taken a position on it, which I understand they have. 
Such references, I am sure, would reflect more accurately the true position of 
the respective States. 

I was also interested in your suggestion that the repayable loan would act 
as a guaranty against the milking of the so-called contingency reserve. While 
I agree that there should be guaranties and safeguards against any such 
tendency on the part of the State, the repayable-loan feature is probably the 
least effective. I might also add that Rhode Island is not now milking any 
Federal fund and has no desire to do so. In fact, it is our earnest desire that 
we would never have to resort to the use of this contingency fund. Still, we 
realize it is necessary to have the fund established and in doing so would also 
urge the inclusion of the most effective safeguards to avoid the possibility of 
any State or States milking the fund. We suggest, however, that there are 
much more effective guards than the one you suggest of requiring repayment of 
the grant. We think that this would not be a guaranty but rather would destroy 
the purpose for which it was necessary to establish the fund. 

You refer also to the designation of “Federal reinsurance” as a misnomer. 
This is a very minor point and our efforts should be directed more to a discussion 
of the merits of the proposal rather than to be diverted to a discussion of nomen- 
clature, which is incidental. While our proposal, which is termed “reinsurance,” 
does lack some of the elements of pure insurance, so also is this true of the unem- 
ployment insurance programs in the 48 States. You do not hesitate to refer to 
these as insurance programs. Very frequently are we reminded that these are 
insurance programs and should be kept geared to the insurance principle as 
against the relief or work test. I concur in this point of view, and I accept them 
as insurance programs even though I know that some of the elements of insurance 
are absent. 

It is a fact that the 48 States are insuring against a risk of unemployment. 
The States have provided that a premium, contribution, or tax, whatever you 
may call it, be paid to cover that risk. It is further required that part of this 
premium (three-tenths of 1 percent) go to Washington for administrative pur- 
poses. Because of this basic insurance program and emanating therefrom is 
the further risk of any State program being faced with insolvency due to factors 
beyond its control. Rhode Island is the current example of this. There are other 
States not far behind, and all States may at some time in the future suffer the 
same situation. Therefore, since we have adopted a form of insurance to protect 
against the first risk of unemployment, and we see the need for further protec- 
tion against the second risk of insolvency, why is it so improper to refer to this 
second form of protection as “reinsurance”? It would seem to me that it is no 
more a misnomer than is the reference to the State programs as unemployment 
insurance. However, I would prefer to avoid a discussion of this since it is 
minor, and I will concede the point solely for the purpose of directing our atten- 
tion to the merits of the opposing propositions, a nonrepayable grant on the one 
hand as against a repayable loan on the other, which you are supporting. 

This principle which we are supporting has already been accepted by all of 
us, has had the endorsement of the interstate conference, and is again reendorsed 
by the overwhelming majority of the administrators by its inclusion in the Mills 
bill. It seems to leave those who are opposing our reinsurance bill, including 
you and the interstate conference, in a rather inconsistent position. There are 
some 18 States which presently do not collect enough in the three-tenths of 1 
percent to meet their administrative costs. Therefore, part of the surplus of this 
three-tenths of 1 percent has always been set aside to meet that portion of the 
administrative costs of the States which are in excess of their collections. To 
this extent, therefore, you have bailed out Rhode Island and at least 17 other 
States, year in and year out, by using this three-tenths of 1 percent premium. 
This is being done because it is easily recognized that it would not be good for 
the system as a whole to allow 18 States to be embarrassed by being unable to 
meet their administrative costs without increasing their tax rate. Why not 
tell these 18 States that they should not be using these Federal funds which, by 
the way, represent a direct grant, but rather should go to their State legislatures 
to seek an increase in taxes to meet their operating costs. Why not make this a 
repayable loan as you are insisting be done in the case of insolvency? 

The answers to those questions are quite clear. A repayable loan would not 
meet the situation. It would not help the States and it would leave the States 
in a position that would be most damaging not alone to them but to the present 
State systems of unemployment insurance. Why not be consistent, then, and 
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recognize that a repayable loan is not sufficient protection against insolvency 
which could strike Rhode Island and the other States? It seems to me more 
necessary and urgent that we insure the solvency of our funds from which 
benefits are to be paid than to insure the adequacy of our administrative costs. 
We should be consistent and recognize also that for any State fund to go insolv- 
ent or bankrupt would strike even a more telling blow at the present system of 
unemployment insurance programs. 

I was concerned with the following statement which you made in your most 
recent issue: “The Damoclean sword of ‘Federal reinsurance’ would be sheathed, 
and it might tend to cure certain persons of sucking eggs.” This seems to me 
to be rather an indelicate and unfair reference to those of us who are propound- 
ing the principle of reinsurance, so-called. It would seem to me that Rhode 
Island and the other States which are presently in favor of reinsurance have 
shown no greater tendency to “suck eggs” than any other State. Also, one might 
get the impression that you are referring to the 18 States, including Rhode 
Island, that now find it necessary to ask for a Federal grant to supplement their 
three-tenths of 1 percent tax in order to meet administrative expenses. This is 
hardly a proper or accurate reference to the position in which we all, because 
of factors beyond our control, presently find ourselves. 

(mn this point, you might be interested in a recent press release taken from a 
report of the joint Senate and House Committee on the Reduction of Nonessential 
Federal Expenditures. This committee report showed that the Federal Govern- 
ment’s nearly 150 different aid programs have spent a total of approximately $260 
million in Rhode Island during the last 18 years. This figure represents Rhode 
Island's share of more than $58 billion spent by the Federal Government in aid 
to the States during this same period. However, it should be noted that Rhode 
Island paid in taxes to the Federal Government in 1 year the sum of $240 million. 
Hence, in 1 year our taxes to the Federal Government were almost equal to the 
amount of Federal aid which we received from the Federal Government in 18 
years. This does not seem to me to indicate that Rhode Island is “milking” any 
fund or has shown any tendency to “suck eggs.” A comparison of these figures 
with those of other States I am quite certain will reveal the less favorable posi- 
tion in which Rhode Island and the New England States find themselves as 
compared with the position of other States. 

Looking at this whole matter objectively, I find that there is little difference 
between the opposing points of view. We maintain that a repayable loan is not 
adequate protection. We offer Rhode Island's experience as positive proof that 
it would not relieve our situation if we do realize insolvency. The opponents 
of reinsurance have insisted that the repayable loan is the proper method. In the 
light of the facts we have put forth, and which have not been disputed, I do not 
see how this position can be maintained. Therefore, I think a conference of 
all parties in interest would immediately recognize that the principle embodied in 
S. 3823 will satisfactorily meet Rhode Island’s situation, while the principle 
embodied in H. R. 4133 will not, because of the requirement that it be a repayable 
loan. 

To the extent that there are dangers and justifiable fears resulting from this 
reinsurance bill or direct grant, if one wants to call it that, I am sure that a 
working group can come up with adequate safeguards which would protect 
against any abuses or excesses on the part of any State more adequately than 
would the repayable loan feature. 

Since I have gone into some of the issues involved, I am taking the liberty 
of sending copies of this letter to all State administrators, who I presume have 
received copies of your recent issue of The Advisor. 

I plan to be in Washington next Tuesday to discuss this matter with Bill 
Curtis, the bureau, and our Representatives in Congress, and I would like very 
much to have a chance to discuss it with vou further. I will give you a ring 
early Tuesday morning and I hope you can find it convenient to give me some of 
your time. 

Sincerely yours, 
THoMAS H. Brive, Administrator. 


{From the Advisor, March 7, 1952 


The Senate Committee on Finance will meet on Thursday, March 13, to con- 
sider its position on the Moody bill. 

There is little or no likelihood that Senator Moody's proposal will prove ac- 
ceptable. As previously reported, the representatives of the Interstate Confer- 
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ence of Employment Security Agencies, in their appearance before the commit- 
tee, submitted counterproposals designed to strengthen existing State systems. 
The proposals are embodied in H. R. 4133, introduced a year ago by Congressman 
Wilbur Mills (D., Ark.). 

In essence, these proposals would provide for the following: 

(1) The earmarking of all of the 0.3 percent taxes collected under the Fed- 
eral Unemployment Tax Act and the sole and exclusive devotion of these ear- 
marked funds for use in the existing program ; 

(2) The creation out of a portion of these earmarked revenues of a permanent 
contingency reserve from which States with inadequate trust funds could se- 
cure interest-free advances to make benefit payments. The proposed contingency 
reserve is essentially patterned on the George Loan Fund which expired at the 
close of last year, the only difference being that the present proposal establishes 
machinery for assuring the States’ repayment of any advances obtained. This 
guarantees against any milking the contingency reserve. It further distinguishes 
the position of the State administrators from those who seek to provide Fed- 
eral grants for State benefit payments under the misnomer of Federal reinsur- 
ance; 

(3) The allocation back to the trust funds of the respective States (ratioed 
on size of covered payrolls) of all revenues in the earmarked funds not ap- 
propriated by the Congress for administrative expenses and for the creation 
of the contingency reserve. Excess amounts thus allocated might be used 
by the States either for administrative purposes or to reinforce their respective 
trust funds. 

There is at least a chance that the committee will favorably consider these sug- 
gestions of the State administrators. It would indeed be a 10-strike if it did: 
the Damoclean sword of Federal reinsurance would be sheathed, and it might 
tend to cure certain persons of sucking eggs. 

Need we say that the statement of your position to members of the committee 
would not impair the chances of the State administrators’ proposals? 


SENATE FINANCE COMMITTEE MEMBERSHIP 


Democrat Republican 


Walter F. George, of Georgia Eugene D. Millikin, of Colorado 
Tom Connally, of Texas Robert A. Taft, of Ohio 

Harry Flood Byrd, of Virginia Hugh Butler, of Nebraska 
Edwin C. Johnson, of Colorado Edward Martin, of Pennsylvania 
Clyde R. Hoey, of North Carolina John J. Williams, of Delaware 
Robert S. Kerr, of Oklahoma Ralph E. Flanders, of Vermont 


J. Allen Frear, Jr., of Delaware 


In the Senate and House hearings on the proposed amendments to the rail- 
road unemployment compensation, sickness and maternity benefits provisions, 
the carriers made their customary polite and reserved rebuttal. There seems 
to be no point in extending assistance at this time. 

STANLEY Rector, Legislative Director. 


Srate or Ruope ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SEcuRITY, 
Providence, R. I., March 19, 1952. 


To: All State administrators. 
From: Thomas H. Bride, Administrator. 

Attached is a reprint of an editorial which appeared in the Providence Journal 
and Evening Bulletin in support of the bill providing for reinsurance as sub- 
mitted by Senators Green and Pastore and Congressman Forand from Rhode 
Island. 

When read in the light of the other materials which we have sent to you 
setting forth the real threat insolvency presents to all of us, I feel certain that 
you will feel it presents convincing arguments in substantiation of the need 
for this form of protection. It points out most clearly that this is not a situation 
which just affects Rhode Island or any given State, but could happen in any 
State and would affect every State. 
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Your serious consideration of this proposal for reinsurance is urged and your 
comments, whether for or against, are invited and will be most welcome. 
(The editorial was submitted by Edwin C. Brown and appears on p. 479.) 


STATE OF RHOpE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECUBITY, 
Providence, R. I., March 21, 1952. 
To: All State administrators. 
From: Thomas H. Bride, Administrator. 

I understand that the Executive Director of the Employment Security Division 
of the Department of Labor of Connecticut, Mr. Howard KE. Hausman, sent you 
a copy of a letter which he had directed to me with respect to the reinsurance 
bill. 

For the purpose of presenting both sides of the question, I am attaching a 
copy of my answer to Mr. Hausman’s letter. I think an exchange of com- 
munications such as this is helpful in resolving a problem. 

I trust that you will find my remarks to Mr. Hausman interesting, aud I would 
again welcome your comments. 


STATE OF RHODE ISLAND AND PROVINCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT S&CURITY, 
Providence, R. 1., March 10, 1952. 
Mr. Howarp E. HAvusMAN, 
Evrecutive Director, Employment Security Division, 
Department of Labor, Hartford 15, Conn. 

Dear HowarpD: I was glad to receive your letter of March 5, relative to our 
plea for reinsurance, so-called. At the same time, I was sorry to see that 
we have failed, up to this point, to convince you that this bill is worthy of your 
support. Some day I would hope to argue the merits of it with you because I 
am quite confident that we could convince you that this bill will meet our 
problem, whereas a repayable loan will not. 

I am intrigued at your reference to reinsurance as being a misnomer for 
what we are seeking. I certainly do not pose as an expert, and I do not think 
I should seriously question a word coming from the insurance capital. I would 
say, however, that this is a pure technicality and on the basis of purity your point 
might be debatable. I have no doubt but what the matter of premiums is an 
element in any insurance bill. However, it might be possible to have the basic 
principles of insurance with some modification of the premium element as you 
have set forth. Very frequently you and all of us refer to our program as hav- 
ing the elements of insurance, yet in many respects the pure insurance features 
are compromised necessarily in order to allow the program to accomplish its 
declared objectives. 

You might argue, for example, that your system is still insurance even though 
you establish a maximum on contributions and a maximum on benefit payments, 
and even though you include dependency allowances. These and many other 
features in your law and in ours, and in the laws of all the States, tend to 
compromise to a certain extent the basic elements of insurance, yet I do think 
we can still refer to this program as being a form of insurance dedicated toward 
insuring against a recognized risk. However, to argue this point with you 
would amount only to spending our valuable time on a very minor point. 

I will be quite happy and willing to agree on any name which would be accept- 
able to all just so long as the program, whatever it is called, incorporates the 
principle which will afford us and every other State the protection which we 
might need. 

In your letter you also indicated what we were requesting was to have em- 
ployvers of all States bear a share of the cost of Rhode Island unemployment. That 
really does not do justice to our position and might tend to prevent you and 
others from recognizing the real situation. It is true that threatened insolvency 
is more of a realistic danger in Rhode Island at the present time than it is in 
any other State, yet there are several other States which are not too far behind 
us in this particular predicament and which might, as a result of adverse eco- 
nomie conditions, find themselves in a similar predicament. Then, again, the 
remainder of the States, while they do not presently anticipate such financial 
embarrassment, could at some time in the future be faced with it. 
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Another thing which we hope will be recognized is that the insolvency of any 
one State could have a very serious effect on the programs in every other State 
and could and would have a very serious effect on the present Federal-State 
relationships. Therefore, if we recognize that there is a risk, even though it may 
be greater in Rhode Island than it is in the other States at the present time, we 
should provide the necessary protection and thus insure against that risk. 

Everyone seems to be agreed up to this point, but there is a parting of the 
ways in determining the method. We believe that we can prove conclusively by 
facts that a repayable loan would not meet our situation since most any other 
State could, some time in the future, be faced with the same situation. It would 
seem, therefore, that something other than the repayable loan is necessary. 
Hence, I trust you will fully appreciate that it is not a plea solely from a selfish 
point of view that is emanating from Rhode Island. It is rather a plea that we 
recognize something that could happen to any one of us and all of us, and do 
what is necessary to be prepared when, as, and if it does happen. 

I will not take your time now, but I would like to impress you with the fact 
that much of the unemployment in Rhode Island is of the type which is not 
completely within the control of Rhode Island. I do not need to dwell long on 
this because it is obvious to you that unemployment in the textile and jewelry 
industries is due to a considerable extent to the consumer reactions in all of the 
States. To this extent much of our unemployment is beyond our control, and 
we could make a further argument for the assumption of at least part of the 
responsibility by all of the States or by those interests which are as much re- 
sponsible for the unemployment as we are. 

On this point, too, I would like to mention the inconsistency in your position. 
For example, employers in all of the States are paying the three-tenths percent. 
This money is used for administrative expenses. There is a substantial surplus 
in Washington at the present time. Since the inception of the program, part of 
that money has been used to bear a share of the cost of administration of man) 
of the States. In other words, year in and year out there are States such as 
Vermont and presently Rhode Island, and I believe some 20 or more other States, 
whose tax collections of three-tenths percent are not enough to finance their 
cost of administration. Therefore, without any objection from anyone, to my 
knowledge, it has always been necessary and wise, as a matter of fact, to allocate 
to those States that amount of money over and above the three-tenths percent 
which was necessary for good and efficient administration. Furthermore, you 
and everyone else in the interstate conference who voted to support the Mills 
bill accepted and approved this principle. As I understand it, this problem is 
recognized and the bill provides, among other things that before the surplus is 
divided and returned to the States there would be deducted enough to allocate 
to those States I mentioned that which is necessary for administration over and 
above the three-tenths percent. In doing this if you will, and to use your language, 
you already have employers in all the States bearing a share of the cost of the 
administration of the Rhode Island program. You are not only doing this for 
Rhode Island but you are doing it for 15 or 20 other States. What is more, here 
you do not even have the element of risk for you know year in and year out that 
this additional help is going to be needed by those States. 

I might ask you at this point why not introduce your repayable loan feature 
here. Why don’t you say that we are advancing this money to the States but 
they must repay it at some time. It is obvious, of course, that such a provision 
would be of no value because most of the States would never be in a position to 
repay it. If the money was not forthcoming as it is, it would simply mean that 
those States which are unable to finance their programs with three-tenths percent 
would have to resort to a higher tax rate. 

It would seem to me that it is just as wise to make similar provisions for the 
protection of our reserve funds as it is for the protection of our administrative 
costs. In fact, to afford protection for our reserve fund should be easier because 
I believe it would be less costly in that the States probably will not have to resort 
to it very frequently. It is safe to say that if any State or several States had 
to resort to this so-called reinsurance fund very frequently, that in itself would 
be an indication that some other entirely different method was needed as a 
solution. 

At the same time, just as is the case with the three-tenths percent, if a State 
ean establish the fact that a repayable loan would not solve its situation, then 
this method should not be employed and we should adopt that method which 
will meet the needs. We believe in Rhode Island that we have established that 
fast. We therefore call upon the States to adopt a method which will solve our 
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situation and a similar situation which might befall any other State. This 
should be in the form of a nonrepayable sum of money taken from a fund 
established as we have indicated, using that portion of the surpius of the three- 
tenths percent which is necessary and which is available. 

It might interest you to know that Marion Williamson was very quick in 
extending me the courtesy of attending the executive committee meeting to 
discuss this subject. We really discussed it at length and I was grateful to the 
committee for this opportunity and for the attention and consideration they 
afforded me. We are not far apart and I think it is safe to say that we all 
have the same interest and therefore 1 do not think it is going to be too difficult 
to put our heads together and find the solution. 

Many thanks for your interest and I hope I have provoked further interest 
which might bring a reply, or better still I would not have any hesitancy to come 
over to Hartford to discuss this with you if you could find a couple of hours 
of free time in the near future. 

Sincerely yours, 
. THoMAs H. Bride, Administrator. 


STATE OF RHOpvE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R.1., Mareh 25, 1952. 
To: Ai: State administrators. 
From: Thomas H. Bride, Administrator. 

Attached is a copy of a letter which I have received from Mr. Howard F. 
Hausman, executive director of the Employment Security Division of the Depart- 
ment of Labor of Connecticut, together with my answer thereto. 

Mr. Hausman and myself agree that a discussien such as ours is stimulating 
and that it may serve to point out the facts with respect to the unemployment- 
compensation legislation now being considered. 

I trust that you will find this exchange of communications interesting. 


STATE OF CONNECTICUT, DEPARTMENT OF LABOR, 
EMPLOYMENT SEcuriry DIvison, 
Hartford, Conn., March 11, 1952. 
Mr. Tuomas H. Bripr, 
Administrator, Department of Employment Security, 
Providence, R. I. 

Dear Tom: Thank you very much for your letter of March 10. I find it possible 
to agree with many of the points you make. For example, present unemployment 
compensation systems with their somewhat rough and ready experience-rating 
provisions are not pure insurance. I think you, in turn, will agree, however, 
that they are a lot closer to insurance than is your plan to reinsurance. 

Please be assured that in any reference I made in my letter to Rhode Island 
there was no intention of singling out your State in any offensive manner. I 
recognize that the threat of insolvency is now present in several other States 
and may occur in the future to any of us. My references to Rhode Island were 
merely for the sake of convenience in carrying on the discussion. 

I recognize too, of course, that subsidies are involved in the present laws govern- 
ing the financing of the administration of Unemployment Compensation and 
Employment Service. I do think that just because we have subsidies or Federal 
grants on certain items at this time is no argument for having them on other 
items. I am not so naive as to believe it is ever, under any circumstances, pos- 
sible to repeal a Federal grant to States once it has been established. This is 
one of the very reasons why I am so strongly opposed to additional Federal grants 
for additional purposes. I am convinced that once the door is opened and a 
Federal grant is made to the States for unemployment-compensation-benefit 
purposes the pressures to increase the amount and percentage of such grants 
would be irresistible and would lead inevitably to the federalization of the entire 
system. 

It seems to me that we have to face up to the basic fact that from the figures 
and conclusions in your presentation a State tax rate of 2.7 percent will not 
finance an unemployment compensation benefit structure acceptable to Rhode 
Island. I see no reason why, if that is the case, Rhode Island should not impose 
a tax high enough to meet the desires of its citizens in connection with this 
program. I believe that differing rates of different kinds of taxes among the 
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States is part and parcel of our Federal-State system of Government and there 
is no necessity or even desirability for uniform tax rates throughout the country 
any more than there is for uniform insurance rates throughout the country. 
I am sure that we here in Connecticut and Rhode Island, with our small area 
and dense population, to say nothing about liberal juries, pay much higher in- 
surance premiums on our automobile liability policies than do the motorists in 
some of our less densely populated States. Probably we have the sympathy of 
the motoring public of those other States but I doubt that we should ask them, 
through Federal legislation, to bear a share of the risk of automobile accidents 
in Connecticut. 

I am afraid that you have not changed my basic philosophy on the subject 
of Federal grants to the States, namely, that while it’s practically impossible to 
change any existing Federal grant statute, any additional statutes of this kind 
should be subjected to the most critical scrutiny and that a Federal grant pro- 
gram for unemployment compensation benefits is not justified at this time. 

I do find our discussion very stimulating and would be happy to continue it in 
person the next time you find it convenient to be in Hartford or I find it convenient 
to be in Providence. 

Sincerely yours, 
Howarp E. Hausman, Executive Director. 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLIYMENT SECURITY, 
Providence, R. I., March 24, 1952. 
Mr. Howarp E. HausMAN, 
Executive Director, Employment Security Division, 
Department of Labor, Hartford 15, Conn. 

Dear Howarp: In response to your letter of March 11, I am happy to continue 
this discussion and, as briefly as possible, make the following points. 

For the sake of directing our discussion to the merits of the proposal, I will 
be happy to refer to it as a direct Federal grant, which is just how it is re- 
ferred to in 8S. 2823, the bill introduced in Congress by the Rhode Island Senators. 
Also, please be assured that I take no offense at anything you have said. I am 
anxious, however, to convince you and everyone else that this is not alone Rhode 
Island’s problem but that all of the States are faced with this risk and hence a 
protection should be afforded for all the States. 

I think I appreciate, as you do, the dangers in too much Federal participation. 
I realize that each time we call for additional Federal assistance it brings 
with it additional Federal participation and increases the difficulty of ever re- 
pealing such direct Federal assistance. However, the only alternative to this 
is to provide a method which will afford the protection without Federal as- 
sistance. I have not seen anyone come up with such a suggestion as yet. I have 
not been able to propose one myself. You may rest assured, however, that we 
would seriously consider any such suggestion just so long as it meets the needs 
of all the States. In the meantime, I do not think we can afford to let a State 
go insolvent. I do not think either that you are consistent in suggesting that 
we should not now seek a direct Federal grant to protect us against insolvency. 

You and the interstate conference have approved a direct Federal grant to 
some 18 or more States for administrative financing. In the Mills bill you are 
agreeing to continue this direct Federal grant yearly to all States whose three- 
tenths percent is not enough for administration. In supporting the Mills bill, 
you and the interstate conference are willing to provide another direct Fed- 
eral grant to all States through the principle of redistribution of the surplus of 
the three-tenths percent. Why not be consistent then and support the direct 
Federal grant to protect a State against insolvency, particularly when it is 
proved that the other proposal of the repayable loan will not meet the situation. 

You mentioned the fact that to approve reinsurance or this direct Federal 
grant would be to open the door for Federal participation in the payment of 
benefits. I think a close study of the Mills bill will indicate that you and the 
interstate conference have already opened the door by providing for a direct 
Federal grant by way of a redistribution of the surplus of the three-tenths per- 
cent to all the States. As I understand it, this money is to go either into the 
trust fund of the State or be used for administrative purposes, or both. In this 
State, as in many, it is very probable that all of this direct grant will find its 
way into the trust fund for the payment of benefits. If you have no objection to 
opening the door in this regard, then why object to opening the door for per- 
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haps what is a much more urgent and legitimate purpose, namely, to protect all 
States against insolvency. 

You have indicated also that our situation in Rhode Island could best be 
met by increasing our taxes above the 2.7 percent, in order to meet the de- 
sires of our citizens in connection with this program. This certainly is an 
inadequate approach and I hardly think, on reconsideration, that you will pur- 
sue it too far. In case you might be inferring that our program might be too 
liberal, I would be happy to initiate a comparison between the State laws. In 
fact, because of the impressions created by some that Rhode Island is ultra- 
liberal in its law or its administration, I intend to send out materials which will 
establish as a fact that this is not so. In many respects the opposite is true. 

Also, I have tried to establish the fact in the minds of everyone that we have 
tightened our program here more than most of the States have in the last 2 
or 3 years and that we cannot tighten our belts much more without com- 
pletely destroying the effectiveness of the program. A benefit structure which 
would deprive us of meeting the minimum needs of our workers and deprive us 
of accomplishing the declared and accepted objectives of the program would 
be just as bad as insolvency or no program at all. In fact, to reduce ourselves 
to such a position would present a threat to our whole system equal to that of 
insolvency or any other similar inadequacy. 

If we, or any other State facing financial embarrassment, have to continually 
raise our taxes and have to maintain a tax considerably above our adjoining 
States, or any of the other States, then this in itself would pose even a much 
broader and greater problem than the threat of insolvency alone. 

There are many other answers to the point you made that we should raise 
our own tax if we cannot get along on the 2.7 percent. I would say at this point, 
however, that again you might be consistent and tell the other 18 States re- 
ceiving a direct grant for administrative expenses that they should not receive 
this, but rather should go back and raise their taxes and cover their own ad- 
ministrative expenses. Since you have not seen fit to do this, I cannot see why 
you should suggest it to us when we ask for protection to meet even a greater 
need. 

Perhaps, as you say, I have not changed your basic philosophy but if I can 
arouse and maintain your interest I will have accomplished my immediate 
objective. From that point on, I believe a continued discussion of the facts 
and the merits of the situation will lead you to recognize the real danger with 
which we are faced and with which you may well be faced in the future. Once 
this is accomplished I feel also that you and I will not find it difficult to get 
together on the proper remedy. If the proper remedy is not the repayable 
loan, or even if it is not the direct Federal grant of the type we are proposing, 
then let's get together and find out what is the proper remedy and take steps to 
see that it is adopted as quickly as possible. 

It is my firm intention to call you this week and try to come over to see you 
because I would really enjoy discussing this with you at greater length. 

Sincerely yours, 
THomas H. Brive, Administrator. 


STATE OF RHopE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence 3, R. I., March 20, 1952. 
To: All State Administrators 
From: Thomas H. Bride, Administrator 

I have read with interest the March 14 issue of the Unemployment Benefit 
Advisors, Inc. publication, the Advisor, and find it necessary to take exception 
to certain statements in the article. 

Attached is a copy of the communication which I have addressed to Mr. 
Stanley Rector containing these objections, and also a copy of the Advisor in 
the event you have not seen it. 

I trust that my letter will serve to clarify our position with respect to Mr. 
Rector’s article and I would invite any comments you would care to make. 


[From the Advisor, March 14, 1952] 


This morning the Senate Finance Committee scheduled consideration of the 
Moody proposal for next Tuesday, March 18. However, this afternoon the first 
meeting of the committee next week was moved up until Thursday, the 20th. 
Since there are a number of items prior the Moody matter, it is improbable that 
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it will be disposed of until the following week. There is reason to hope that 
when the Moody proposal does come up, the committee will favorably consider 
the State Administrators’ alternate proposals submitted at the time of hearings. 
(See Advisor 1952—5.) 

With the expiration of the George loan fund (close of last year) the pro- 
ponents of outright Federal grants to States with inadequate trust funds to make 
benefit payments are again on the march. Rhode Island is again being cast in 
its accustomed role of “an emergency.” This State seems to be in a permanent 
state of emergency. On March 10, the Rhode Island Senators, Green and Pastore, 
introduced S. 2823, and the companion bill, H. R. 6954 in the House was sub- 
mitted by Congressman Forand, also of Rhode Island. 

These measures provide that the 3 percent tax collections under the Federal 
Unemployment Tax Act shall be earmarked in « special fund. From this fund 
Federal grants are to be made to any State with depleted reserves. <A grant to 
a State will be in an amount to meet all of its benefit costs in excess of 2.7 
percent as measured in terms of covered payroll. No repayment is involved 
nor are there any limits as to how long or how much a State can “get.” The 
Rhode Island Agency is circulating a brochure in support of the Federal gift 
principle and is communicating with State Administrators. This outright 
Federal subsidy of State benefit payments—so-called Federal reinsurance is of 
course at complete variance with the State administrators’ conference position 
that depleted State reserves are to be replenished by interest-free advances 
which later are to be liquidated by the States which have secured them. (See 
Advisor 1952—2 of January 18, 1952. Also see Advisors 1951—5 and 1951—46, 
of May 25, 1951 and May 28, 1951, respectively.) 

It now appears that Mr. Forand, chairman of the Ways and Means Sub- 
committee on Unemployment Insurance, may start hearings on the matter of 
replenishment of depleted State trust funds in the rather immediate future 
(guess—3 weeks). The more reason to put more steam behind the Administra- 
tors’ proposal. 

When there is a slow-up we will dissect S. 2705 and companion House bills. 
This election year’s model of Senator Lehman’s social security omnibus will 
certainly excite your fancy. However, it isn’t designed to go anywhere—just for 
exhiibtion in the show window, for rafiling off this fall. 

The carriers seem to be gaining more momentum in their Opposition to 
S. 2689 (HL. R. 6525). It may develop into a worth-while fight that we all can 
get into. Certainly there would be good reason in doing so. 

When and if this time comes, the following information concerning these 
legislative items may be of value. 

The proposed amendments would in general increase benefits by 50 percent in 
the already highly preferential system. The system pays solely from employer 
taxes; (1) 26 weeks of unemployment benefits; (2) 26 weeks of cash sickness 
benefits; and (3) maternity benefits in approximately the same maximum total 
as the other benefits, but at 140 percent—and for 4 weeks of the maternity 
period at 210 percent of the regular weekly rate. 

The present $25 maximum weekly payment for unemployment and sickness 
(computed on the basis of 5 benefit days per week) would be increased to 
$37.50. Maximum weekly maternity benefits (computed on 7 benefit days per 
week) would be increased to $52.50 and for the additionally compensated 4 
weeks in the maternity period the maximum weekly amount would be $78.75. 

In the railroad system, benefits are based solely on the total base year wages 
with the consequence that for thousands of employees regularly employed on 
a part-time basis the proposed schedule borders on the fantastic. The following 
table is illustrative of the benefit schedules that would be applicable to extra 
payroll clerks, small town station agents, extra maintenance men, and so forth: 


Benefits per week 


| Sickness and | 
| unemploy- 
ment | 


Regular | 4 week 
maternity maternity 


Average weekly wage in base year: 
$6. 
$10 
$15 
$20 
$25 
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Frequently, benefit increases in State laws are accompanied by the tightening 
of disqualification—this because of the effect of higher benefits on the work in- 
centive and the consequent necessity of counterbalancing penalities. No tight- 
ening of the notoriously weak disqualifications in the existing Railroad Act. It 
would seem that the situations set out in the above table might warrant some 
attention to the matter of adequate disqualifications. 

The “public” member of he three-man Railroad Retirement Board, Chairman 
Kennedy, faithfully went through his trained-seal act before both committees and 
urged enactment of the measure. He implied that if there was any fault to 
be found in the proposal it was that it didn’t go far enough. 

Rail representatives are in town and on the Hill in some force. 

STANLEY Rector, Levislative Director. 


Stare or Ruope ISLAND AND PROVIDENCE PLATATIONS, 
DEPARTMENT OF EMPLOY MENT SECURITY, 
Providence, R. I., March 17, 1952. 
Mr. Srantey Recror, 
Legislative Director, Unemployment Benefit Advisors, Inc., 
Washington 4, D.C. 

Dear STAN: I have just reviewed quickly your March 14 issue of the Advisor in 
which you again refer to the current discussion of Our proposal for reinsurance 
so-called as against the alternative proposal of the repayable loan. 

There is in a sense an emergency facing Rhode Island because of threatened 
insolvency to its trust fund. However, it is a fact that this situation is due 
almost entirely to economic factors and to forces completely without our control. 
You must appreciate from the materials which we are distributing, copies of 
which have been sent to you, that this situation is faetual and it should be recog- 
nized as a danger which threatens every State even though not to the same degree 
as it does Rhode Island at the present time. <A study of our situation and a 
reading of the materials prepared should also convince the most obstinate oppo- 
nent that the repayable loan so-called is not an adequate protection against this 
type of situation. 

In your communication you refer to the proposed reinsurance as being at 
complete variance with the position taken by the interstate conference in 1951 
and previously. To be sure, it is at variance because the intorstate conference 
adopted a resolution supporting the repayable loan feature. Llowever, it should 
be understood, first, that this was not a unanimous action and that there are 
States with membership in the interstate conference, including Rhode Island, 
which do not approve the repayable loan feature as the most effective or ade- 
quate remedy. Secondly, the adoption of this principle of a repayable loan was 
just one of several features combined in a bill in an attempt to get general agree- 
ment with all of the features in the bill. Therefore, it is quite possible that if 
it were treated alone, the position of the interstate conference might have been 
somewhat different. More important is the fact that this position by the inter- 
state conference was taken at a time when it did not have the information which 
is now available. It was taken at a time when it did not fully understand the 
real danger which presently threatens Rhode Island. It did not realize at the 
time, I am sure, the extent to which this danger is beyond the control of Rhode 
Island itself, and the extent to which it is a serious threat to every State. Fur- 
thermore, it did not have knowledge which it has now that the facts of our sit- 
uation show that a repayable loan would not be an adequate remedy, and that 
some other method must be provided if we are to protect all of the 48 State funds 
against this possible insolvency. 

After talking wtih the executive committee of the interstate conference at 
its recent meeting in Washington, I am convinced that many there for the first 
time realized the seriousness of this situation, and many felt that reconsideration 
was necessary. In fact, since then some of the members of the executive com- 
mittee have individually indicated to me that facts are now available to them 
which warrant most serious consideration by the interstate conference and by 
the individual States if we are going to provide adequate protection against 
this threat which can affect all of the States. I have every confidence, therefore, 
that in reviewing this whole situation currently the interstate conference might 
well change its position and avoid supporting, as a remedy, something which it is 
indicated will not be adequate. 
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As I stated to you in my previous commaunication, we are not seeking in any 
sense what you refer to as a gift. We are all agreed that the money is in 
Washington as a result of the excess of the three-tenths percent. We are all 
agreed that it should be earmarked for this program. We are all agreed that 
part of this fund should be set aside to grant to 18 or more States that money 
for administrative expenses which they need over and above their three-tenths 
percent. We are all agreed that another portion of this excess of three-tenths 
percent should be set aside to protect each of the 48 States against threatened 
insolvency. Our only difference is that some suggest that it be a repayable 
loan. We suggest it be in the form of reinsurance and not be repayable. The 
facts we have presented will show that the repayable requirement will nullify 
the effectiveness of the whole remedy. 

In a previous issue of the Advisor you also indicated that the repayable 
requirement was to be used solely to prevent States from milking the fund. 
As I suggested to you before, we are not seeking to milk any fund, nor do I 
believe any other State has such a desire. We would be happy to see estab- 
lished any necessary safeguard against such a practice. We simply suggest 
that the repayable requirement is not such a necessary safeguard and we would 
go further and say that there are other more effective ways of dealing with this 
phase of the problem. 

I am leaving for Washington today, and it is my hope that we may have a 
chance sometime tomorrow to discuss this whole matter and through such a 
discussion arrive at or at least come close to a common approach to this problem. 

Sincerely yours, 
Tuomas H. Brive, Administrator. 


STATE oF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOMENT SECURITY, 
Providence, R. I., March 24, 1952. 
To: All State administrators. 
From: Thomas H. Bride, Administrator. 

At the most recent meeting of the advisory council to the Department of 
Em) loyment Security of the State of Rhode Island held on March 12, 1952, the 
council unanimously endorsed the reinsurance legislation which had recently 
been introduced in the Congress of the United States. 

A list of the groups and associations represented on the advisory council is 
attached. 


State ApvVIsoRY COUNCIL TO THE RHovE ISLAND DEPARTMENT OF EMPLOYMENT 
SECURITY 
Industry, representing: 
The Providence Chamber of Commerce (retail trades) 
Associated Industries of Rhode Island, Inc. 
Rhode Island Textile Association 
National Association of Cost Accountants 
Rhode Island Association of Insurance Agents 
The Providence Chamber of Commerce (industrial cabinet) 
National Metal Trades Association 
New England Manufacturing Jewelers’ and Silversmiths’ Association, Inc. 
Labor, representing: 
International Association of Machinists 
American Federation of Labor 
American Federation of Labor (building trades) 
American Federation of Labor (electrical workers) 
Rhode Island State Industrial Council 
Industrial Trades Union of America 
Rhode Island State Industrial Union Council 
Industrial Trades Union of America 
Chairman, Senate Committee on Labor 
Chairman, House Committee on Labor 
Ithode Island Medical Society 
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STatTe oF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 25, 1952. 
To: All State Administrators. 
From: Thomas H. Bride, Administrator. 

Attached to a letter from this agency, dated March 24, 1952, was a list of the 
associations and groups represented on our advisory council. 

Through error we included the Rhode Island Textile Association on this list. 
The Rhode Island Textile Association does not currently have a representative on 
our advisory council; therefore, as such, this association had no participation 
in the endorsement of the reinsurance legislation, which action was taken at the 
last meeting of the council. 

There was present at this meeting, however, an individual who was appointed 
by the Governor from the textile industry and who joined in endorsing these 
bills, 


STATE OF RuHope ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R.I., March 26, 1952. 
To: All State Administrators 
From: Thomas H. Bride, Administrator 

Attached herewith is a chart (see Governor Roberts’ testiinony) showing a 
comparison between the average employer contribution rate in the United States 
and in Rhode Island. 

You will note that almost since the beginning of the program Rhode Island's 
employer contribution rate has been greater than the national average and at 
times has exceeded the national average by almost 100 percent. At no time since 
the program started has Rhode Island had an employer contribution rate of less 
than 2.7 percent except for a 21% year period, July 1, 1947, to December 31, 1949, 
when merit rating was in effect in this State. Even during this period, our 
average contribution rate did not drop below 1.4 percent, and this was for 1 year 
ouly. 

It would appear from this that Rhode Island is not in the position of near 
insolvency because of a failure to collect sufficient contributions. 

Once again we must repeat, the situation in Rhode Island is caused primarily 
and almost entirely by the economic conditions in the State. 


STATE OF Raope ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 26, 1952. 

To: All State Administrators 
From: Thomas H. Bride, Administrator 

I am attaching a copy of my letter to Mr. Stanley Rector, legislative director, 
Unemployment Benefit Advisors, Inc., in answer to the March 20, 1952, issue of 
The Advisor on the subject of the reinsurance bills. Also attached is a copy of 
The Advisor in the event you have not received it. 

Again, I hope you find this exchange of communications interesting, and I 
would welcome any comments you would care to make, 


Strate or RH#OvE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 25, 1952. 
Mr. STANLEY Rector, 
Legislative Director, Unemployment Benefit Advisors, Inc., 
Washington 4, D.C. 

Dear Stan: After reading your March 20 issue of the Advisor, I would like to 
make a comment or two with respect to your statements relative to Congressman 
Forand’s bill providing for Federal grants (“reinsurance,” so-called) to permit 
States with depleted trust fund accounts to continue benefit payments. As you 
stated, the issue really is clear that there is a need for an underwriting or con- 
tingency reserve fund. This is still made clearer today than a year or two ago 
by virtue of the financial plight in which Rhode Island finds itself. It is because 
this threat to Rhode Island is more real currently than to the other States that 
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we are urging immediate action to provide this reserve fund. The only real 
issue, therefore, is the nature of the provision. 

As I statd to you, since we have shown, and will be happy to set forth in still 
greater detail, that the repayable loan feature will not provide the protection 
needed, we think the direct Federal grant as proposed by Mr. Forand’s bill should 
be adopted. As I discussed with you and members of the interstate conference 
previously, we would be happy to agree to a provision which would subscribe to a 
repayable loan where it does provide for the protection needed, providing we 
also have subscription to the direct Federal grant where it is shown by virtue 
of established standards that the repayable loan will not meet the needs. This 
could easily be drifted, and could easily resolve the issue to the satisfaction of all. 

Later on in this same issue, you make the following quotation: “Cato’s con 
tinued admonition that Carthage must be destroyed was no more deserving of 
repetition than ‘Federal funds must not enter into the States’ benefit structure’.”’ 
This statement is not only inconsistent with the position you are taking in sup- 
port of the Mills bill, but it is at odds also with the President of the interstate 
conference and the position of the interstate conference with respect to the Mills 
bill. In his letter of March 21, and the accompanying materials, Marion William- 
son, the president of the interstate conference, on page 5, cites the Mills bill as 
providing, among other things, for the redistribution of the excess of the three- 
tenths percent to all of the States for payment of job insurance. It goes on to 
cite two other uses. Hence, at least Mr. Williamson has made it clear that his 
position, and that of the interstate conference, in support of the Mills bill is 
lending support to a direct Federal grant which is intended to be used for the 
payment of benefits by all of the States. 

Here is a direct Federal grant involving much more money than would ever 
be involved in our reinsurance proposal. If there ever was a request for a 
Federal gift, this is it, particularly on the part of the 18 or more States who, 
without this, get more for their administrative expenses than three-tenths of 1 
percent. If there is any threat of federalization attached to a direct Federal 
grant, then it exists here to a far greater extent than we sre seeking. We know 
that when this money comes into Rhode Istand it will g> into our trust fund for 
the payment of benefits. We are convinced that this will be so in most if not 
all the States; and further, of course, Marion has clearly indicated that he and 
the interstate conference is supporting this direct Federal grant of moneys which 
will be used for the payment of benefits. 

You, too, are supporting the Mills bill and particularly this provision of it. 
Therefore you, too, are subscribing wholeheartedly to this principle of the direct 
Federal grant of moneys to be used in the payment of benefits. To say the least, 
this certainly seems to be quite inconsistent with your quotation in the Advisor 
which I cited above. 

Lest I be misunderstood, I have no quarrel with the principle of redistribution 
as provided in the Mills bill. Because of our financial predicament, we could 
hardly quarrel with anything which would give us approximately $300,000 a 
year. Certainly, by putting this into our reserve fund it will be of some help 
to us in meeting our benefit obligations. However, as we pointed out, this would 
be not much more than 5 percent of our average annual deficit. Hence we need 
something more substantial than this as protection against threatened insolvency. 

I regret that you were necessarily out of town when I was in Washington last 
week, as I would have enjoyed a full discussion of this whole matter with you. 
Please be assured, however, that I did enjoy talking to Bill Gormley, who was 
very courteous and considerate. It is still my hope that since our differences 
are so slight, we could pinpoint the issue easily by getting all parties in interest 
together and quickly resolve this whole thing for the good of everybody. You 
might be able to help in this regard and try to arrange a meeting with the legis- 
lative committee of the interstate conference, yourself, representatives of the 
Bureau, and myself representing Rhode Island. Such a meeting, I am sure, 
would be very productive and fruitful. 

Again, as I have indicated before, since the Advisor has a wide cireulation 
among the State administrators, I am sending a copy of this letter to them. 

If not before, I will probably get a chance to say “Hello” to you in Washington 
next week, at which time I believe Mr. Forand’s committee is holding hearings. 

Sincerely yours, 
Tuomas H. Brive, Administrator. 
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(From the Advisor, March 20, 1952] 
NoTice oF HEARINGS BEerorE THE FORAND SUBCOMMITTEE 


Yesterday afternoon Congressman Aime Forand, chairman of the Subcom- 
mittee on Unemployment Insurance of the House Committee on Ways and 
Means, announced hearings starting March 31 on the following matters. The 
probability of such hearings within the period of 2 or 3 weeks was noted in 
Advisor 1952-8 of March 14. (Drew Pearson's Predictions of Things To Come 
invariably emphasized his good guesses.) 

H. R. 6174—Congressman John Dingell’s (Democrat, Michigan) counterpart 
of Senator Moody's proposal (S. 2504) to provide a 50-percent Federal supple- 
mentation (amount and duration) of State benefit payments in this emergency 
period. 

H. R. 3391—Congressman Aime Forand (Democrat, Rhode Island), to amend 
the Federal Unemployment Tax Act to extend coverage to employers having one 
or more employees at any time. The language was set out and analyzed in 
Advisor 1951-7 of June 14, 1951. 

H. R. 4133-—-Congressman Wilbur D. Mills (Demecrat, Arkansas), providing 
for the creation of a contingency reserve fund to insure the solvency of State 
trust-fund accounts based on the principle of repayable advances to a State. 
This was set out and analyzed in Advisor 1951-5 of May 25, 1951, and Advisor 
1951-6 of May 28, 1951. 

H. R. 6954—Congressman Forand, providing for Federal grants (so-called 
reinsurance) to permit States with depleted trust-fund accounts to continue 
benefit payments. See Advisor 1952-S of March 14, for comments. 

A bill (later to be introduced, according to the hearings announcement) 
providing for readjustment allowances (unemployment benefits) to veterans upon 
release from the armed services. 

This is, indeed, a diverse assortment. As to the significance of the hearings: 
The controversy as to what should be the nature of a provision to meet the 
contingency of depleted State reserve accounts is fundamental. The decision 
in this matter will have the greatest significance in determining the nature 
and direction of the further developments of the program in this country— 
Federal or State. 

The expiration of the temporary George Loan Fund (December 31, 1951) has 
left the field open. The need for an underwriting or contingency reserve fund 
is recognized in all informed quarters. The Rhode Island situation is being 
pressed as a reason for immediate congressional action. The very good chances 
are that Congress will proceed to act. The nature and direction of the action is 
the sole issue. 

We consider that it is of the utmost importance to the integrity of the present 
State system that Federal funds be completely barred in the financing of State 
benefits—-whether on a Federal supplementation basis as provided in the Moody- 
Dingell proposal (H. R. 6174 and S. 2504) or under the guise of Federal reinsur- 
ance, H, R. 525, and as here proposed in Mr. Forand’s reinsurance bill, H. R. 6954. 

Cato’s continued admonition that “Carthage must be destroyed” was no more 
deserving of repetition than “Federal funds must not enter into the States’ benefit 
structure.” 

We reserved our call for all-out help on the Moody bill, stating that its only 
chance was a widespread belief that it had no chance. A show of representative 
opposition was necessary, and was duly given. 

The situation here is different. There is far more probability of congressional 
action, and the considerations involved are of far more technical nature and 
more difficult of development. The State administrators will, of course, ably 
present the position of their organization in support of “repayable advances.” 
However, it would be unfair and impolitic for other groups and individuals 
interested in the maintenance of the State system to withdraw from the field on 
this account. Your help is very much in point. 

We see slight or no possibility of approval of the Moody-Dingell proposal. 
However, here again, it will be necessary for the committee to have opposition 
recorded if it is to be taken into account. 

There isn’t too much we can say at this time about the proposal for veterans’ 
readjustment allowances, which is scheduled to be introduced. There is reason 
to believe that it will emanate from the Department of Labor, and propose the 
supervision of such a program by the Secretary of Labor instead of the Veterans’ 
Administration where it resided last time. Thus, bureancratie grabbing will be 
more explanatory of the reasons for this proposal than any real need under 
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existing labor market conditions. The nature of a veterans’ unemployment com- 
pensation measure, if there is to be one, is certainly of concern. The last program 
cost $3.8 billions. Most Federal and State officials who collaborated on the 
Administration’s program ended up dissatisfied with its approach, and a great 
many feel that there is less than no need for a readjustment allowance in any 
form at this time. 

Generally speaking, those being released from the armed services were either 
right out of school or had just started their job careers at the time of their 
induction. It seems highly questionable that their attitude toward the problem 
of making a living should immediately on their return be colored by an alternative 
presented them of drawing extended unemployment compensation or finding a 
job on a tight labor market. The 1944 readjustment program was predicated 
on the assumption that industrial reconversion at the conclusion of the war would 
account for tremendous unemployment—-8 to 14 millions—and that there would 
be little or no opportunity for returning veterans to secure jobs. The case today 
is radically different. We are on a garrison-state basis for the ascertainable 
future. The labor market is tight, and defense production officials estimate still 
greater scarcity in manpower. Why then “52-20” or anything resembling it in 
the current situation? More on this when we see the bill, and can know more. 

The hearings announcement specifies that persons desiring to be heard should 
direct their requests to the Clerk, Committee on Ways and Means, 1102 New 
House Office Building, Washington 25, D. C., not later than Saturday, March 29. 
Remember that a request for an appearance must be in on time—but it can 
always be canceled. 

STANLEY Rector, Legislative Director. 


STATE oF RHOpveE IsLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 27, 1952. 
To: All State administrators. 
From: Thomas H. Bride, Administrator. 

Attached is a chart (see Governor Roberts’ testimony) which shows the ratio 
of benefits to taxable wages in Rhode Island as compared with the national 
average from 1938 through 1951. 

This chart demonstrates how unlikely it would be that we could ever rebuild 
our reserves or be in a position to repay a Federal loan. 


STATE oF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 27, 1952. 
To: All State administrators. 
From: Thomas H. Bride, Administrator. 


Attached is a table showing 18 States including Rhode Island which received 
outright grants from the Federal Government to cover costs of administration. 
This means that the 0.3-percent excise tax did not yield enough to cover costs of 
administration. Therefore, the balance had to be provided through an outright 
grant from the Federal Government. 

In addition to these 18 States there are at least one-half dozen more who are 
fast approaching the need for this type of assistance. In fact, it is quite possible 
that some already, through contingency funds, might have exceeded their 0.3- 
percent tax yield. 

It is worth noting also that if the States were granted the amount of moneys 
which they requested in their budgets a far greater number of States would have 
to get outright assistance of this nature. 

It would seem to me to be a serious blow to our present Federal-State system 
to deny these States this outright grant and advise them instead that they must 
raise their taxes to meet their own costs. It would also seem ridiculous to say to 
these States that this is only a loan and must be repaid. 

If its is sound to bail Rhode Island and these other States ont through this 
type of Federal grant for administrative expenses, wouldn't it seem to be equally 
important that we pursue the same method to bail out any one of these same 
States in the event of insolvency of their funds. 

It would seem to be at least consistent and this is about all we are suggesting 
in our quest for support of reinsurance, so-called. 
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Data illustrating allocation of excess tar collections as provided in H. R. 4133 


[Dollars in thousands] 





Percent of 
Collections, Grants to grants to 

3{9 percent | States, fiscal | collections, 
| fiseal year year 1950 fiscal vear 
| 1950 1950 





Nevada. . | $236 
Alaska. -- dist : Srwinciis talk 238 | 
Mississippi a gened — 957 
Arizona 705 
North Dakota | 327 
Idaho aida ‘ ~* 543 
New Mexico : aeons ata 562 
Arkansas. oan } 1,081 
Vermont . ‘ | 402 
Montana oak , | 583 
Wyoming ; 355 
Utah . 789 
South Dakota “ 363 | 

Alabama : 2, 54: 2, 763 
Rhode Island _. : .¢ 1, 576 
California _ , 02 18, 786 
Florida ; 2, 517 2, 548 
Oregon. ... . ; aon 2,315 2,329 
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 28, 1952. 
To: All State administrators. 
From: Thomas H. Bride, Administrator. 

Attached is an exchange of communications between Mr. Marion Williamson, 
president of the Interstate Conference of Employment Security Agencies, and 
myself. I believe that the material contained in these letters will make clear 
the position we have taken on the Federal reinsurance question. 

Once again, your comments are invited. 


INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES, 
March 21, 1952. 
To: All State administrators, 

In view of the national attention now being focused on the State employment- 
security program, it is of utmost importance that all State administrators be 
informed on current developments. Hearings on bills now pending before the 
Finance Subcommittee of the House Ways and Means Committee will begin 
March 31, 1952. 

While reviewing conference action over the years and expression of the re- 
spective States on basie principles necessary to a strong and effective State 
program, it occurred to me that it would be appropriate at this time to summarize 
these principles. 

I believe the attached statement covers these basic principles and trust you 
will find it of interest. 

MARION WILLIAMSON, President. 


7697 
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ADVOCATES OF FEDERALIZATION Seek To Scurtrie Stares’ Jon INSURANCE PROGRAMS 


(By Marion Williamson, director, Employment Security Agency, Georgia 
Department of Labor) 


Under the present method of financing State job-insurance systems, the United 
States Labor Department’s Bureau of Employment Security requires from the 
States detailed statistical operating reports and other information presumably 
for program budgeting. Thereupon by manipulation of the purse strings, the 
Bureau tries to prevent freedom of administrative action in the States and more- 
ever attempts to control day-by-day operations of the State systems. 

While the Secretary of Labor and his agents are, in most instances, alert, vigor- 
ous, and likable fellows, many of them have an inadequate understanding of the 
duties and responsibilities which the Congress intended them to assume. It 
would be healthy for those who keep their heads in the clouds of theory to come 
down to earth and recognize that the State agencies daily deal with living prob- 
lems Those with their heads in the clouds would no longer be like archaeologists 
at King Tut’s tomb. They would no longer dig and scratch in dead and musty 
files. 

Obviously, each closed file does contain the subject matter for time-consuming 
arguments, such as why this or that man was not paid for this or that week 
whether in fact he wanted to work, or was spending his time on a picket line; 
whether a prospective employer years ago should have then offered a penny or 
two more hourly wages; whether the proposed job at that time anticipated an 
hour more or an hour less a week; and such other moot questions as only the 
Federal mind can create. Good administrators act on current matters as they 
come up, decide them, and then tackle other problems. A good administrator 
knows that yesterday ended last night. 

State administrators are conscientious and need neither the picks nor the 
cudgels of Federal bureaucracy constantly swinging over their heads. State 
administrators recognize their responsibility to retain a sound and solvent system 
of job insurance and thereby best serve the communities and their people. 

This cannot be done effectively if there is remote control of the day-to-day 
operations from Washington as proposed by various bills now pending in the 
Congress. This detailed and remote control would come with so-called Federal! 
standards or accompany any outright Federal grants to State trust funds which 
might go broke due to unsound and spendthrift practices. 

President Truman, the Secretary of Labor, and the Federal Bureau of Employ- 
ment Security have asked Congress to require the States to change their State 
laws if their taxpaying employers are to continue receiving the Federal tax 
offset credit. These requests to the Congress endorse goals summarized under 
the caption, “Chiselers endanger our unemployment-insurance program,” in the 
December 1949 Reader's Digest, which reads: 

“As soon as it can be done, take the laws from the States and federalize the 
system. Pending that, work on the States to end ‘actively seeking work’ and 
similar provisos because these make it more difficult for some workers to qualify 
for unemployment payments. Stop cancelations of benefits for refusal to accept 
work that is not to a beneficiary’s liking, and substitute a 2-to-4-week postpone- 
ment of benefits as the severest penalty which can be imposed for any reason. 
After that every jobless person shall be considered unemployed through no fault 
of his own. A person shall receive benefits even if idle because of a strike 
These benefits shall be at least 75 percent of his normal earnings, plus allowances 
for dependents, which might bring him as much as 8&5 percent of his normal pay 
Unless he rejects ‘suitable work’ (which shall be so classified only if the pa) 
is the union scale or better) these benefits shall continue as long as unemployment 
Jasts.” 

Needless to say any such action would appease those who are eager to see 
State trust funds exhausted and the program federalized. 

Such proposals could only create in the final analysis a weak and dependent 
citizenry. Such proposals obviously remove the requirements in present unem 
ployment-compensation laws affecting the personal responsibility of the indi- 
vidual. The role of government, under equal and just laws, is to protect against 
situations beyond the control of the individual, but it stops there if a free society 
is to be preserved. 

An undue readiness to expand the scope of job-insurance payments without 
properly gearing an individual's benefit amount to his past earnings would 
adversely affect or wreck our economy. The program is designed to help the 
butcher, the baker, and the entire community. Job insurance has done much to 
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prevent want and fear upon which foreign “isms” breed. The program must be 
kept close to the community, else it will become a menace by removing the incen- 
tive to work and thereby put on a premium on idleness. ‘The job-insurance pro- 
gram, however, is not static. It must be geared realistically both to its objec- 
tives and to the economy it serves. 

The constant attacks on the States’ employer experience rating systems are 
but efforts to radically transform the State job-insurance program into a 
“gravy train,” and destroy the extra incentive for employers to stabilize employ- 
ment. 

Since all outright efforts to nationalize the States programs have failed in the 
Congress, more subtle attempts are now being made. While Federal officials now 
outwardly propose to retain State laws, they actually contrive to usurp the control 
and discretion of State administrators under the State laws by advocating and 
sponsoring so-called Federal standards and by persistently urging Federal grants 
to deplete trust funds—mnislabeled “reinsurance.” The word “standards” sounds 
harmless and the idea of “reinsurance” actually sounds attractive, but those 
words enacted into law, would permit absolute Federal control over State job- 
insurance laws and administration. If the various proposals, now pending in 
the Congress, prevail, all State laws would be subject to the whims of a supreme 
deity in the person of any Secretary of Labor. The only available course for 
State officials would then be to kneel and follow blindly his views and dictation 
and thus sabotage and scuttle our State laws. Any “cooperative consideration” 
between the Federal and State administrators would be quickly merged into co- 
ercion. The present threat cannot better be summarized than by the following 
quotation from the top American general commanding the North Atlantic Treaty 
Organization : 

“I firmly believe those persons who urge greater and greater centralization of 
authority and greater and greater dependence upon the Federal Treasury are 
really more dangerous to our form of government than any external threat that 
ean possibly be arrayed against us.” 

Many State adiministrators of job-insurance laws are keenly aware of the pres- 
ent threat which deserves the undivided attention of an aroused freedom-loving 
people. The grab “fever” of federalization advocates must be cooled and the 
State systems must be properly and immediately strengthened through better 
financing. 

The amount of tax collected from employers who are subject to State job- 
insurance laws and paid into the Federal Treasury to cover administrative costs 
of the State employment-security programs, has exceeded congressional appro- 
priations for that purpose by approximately $1,400,000,000. 

The State systems of job insurance are financed by an employer payroll tax of 
5 percent levied under the Federal Unemployment Tax Act. Payment of job in- 
surance is made from the individual State trust funds derived from the portion 
of the unemployment tax payable under State laws, with respect to which the em- 
ployer receives credit for 90 percent (2.7 percent), of the 3-percent Federal tax. 
Administrative costs are covered by appropriations of the Federal Congress. 
Funds for this purpose are provided by payment of a portion of the Federal pay- 
roll tax, three-tenths of 1 percent, directly into the Federal Treasury. 

The plan for financing State systems was first suggested by President Roose- 
velt in his 1935 message to Congress when he stated: “The 10 percent not thus 
offset should be used to cover the cost of the Federal and State administration of 
this broad program.” Thus from the beginning it was clearly intended that all 
funds paid into the Federal Treasury by means of the three-tenths of 1 percent 
tax levy would be used for the purpose of the State job-insurance systems. 

The public employment service was originally financed by appropriations under 
the Wagner-Peyser Act. Originally the administrative cost of the job-insurance 
system was covered by appropriations under title III of the Social Security Act. 
For the past 5 years, the Labor-Federal Security appropriations acts have pro- 
vided for combined grants to the States for administration of both the State job- 
insurance system and public employment service. 

Although Congress has continuously recognized the necessity for financing 
administrative costs of the State job-insurance system and public employment 
service, the original Social Security Act provided no safeguards as to the sol- 
vency of the job-insurance trust funds of the respective States. 

It was realized by the Congress during World War II, while planning for 
reconversion, that the State trust funds might be dangerously depleted during 
the shift from war to peace time production. As a result, the Social Security 
Act was amended by the addition of title XII. This title was commonly known 
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as the George Loan Fund Act. It provided for loans without interest to State 
trust funds under specified conditions. This amendment first became effective in 
1944. The need for such legislation was originally deemed to be temporary. 
However, the George Loan Fund Act was reenacted and remained in effect until 
January 1, 1952. 

A sound job-insurance system demands that the solvency of the respective 
State trust funds be safeguarded and assured. This should be accomplished 
by reenactment of the George loan fund principles with a strengthening of cer- 
tain features and the addition of these provisions as a permanent part of the 
Federal Unemployment Tax Act. At the same time, it should be provided by 
law that all funds paid into the Federal Treasury under this act will be used 
solely for purposes of the employment-security program. Many of these prin- 
ciples are contained in House bill 4133 introduced by Congressman Mills, of 
Arkansas. 

Basic principles needed to further strengthen and preserve the State systems 
are— 

(1) Earmark for the employment-security program all amounts paid 
directly into the Federal Treasury under the Federal Unemployment Tax 
Act. 

2) Use the earmarked funds exclusively for— 

(a) Administrative costs of the employment-security program, 
both job-insurance and public employment service activities. 

(b) A loan fund to safeguard the solvency of State trust funds. 

(ec) Temporary loans without interest to any State trust fund when 
its solvency is threatened. 

(d) Use by the States, for the purposes of the employment-security 
program, amounts not otherwise allocated. 

(3) Require repayment of loans made to a State trust fund by— 

(a) Crediting any tax collected under the State law in excess of its 
lezal reserve requirement. 

(>) Crediting any amounts allocated to the State from the excess ear- 
marked funds in the Federal Treasury. 

(co) aeducine teiuporarily the Federal tay credit allowed employers 
in that State, thus increasing the amount of tax payable to the Federal 
treasury. 

(4) Determine annually the amount of the excess of Federal collections 
of unemployment tax over congressional appropriations for the costs of em- 
ployment security administration and allocate all such excess to the respec- 
tive States on a wage-ratio basis. 

(5) Provides for State use of the allocated excess funds only for the pur- 

poses of— 

(a) Costs of administration of State employment security programs 
not otherwise provided for by law. 

(b) Payment of job insurance. 

(c) Repayment of outstanding loan to the State's trust fund. 

Enactment of these basic principles by the Congress will materially strengthen 
the present State systems of job insurance, guarantee the solvency of the re- 
spective State trust funds, and provide more adequate administrative financing 
free from undesirable Federal restrictions presently maintained through purse- 
string control. This will permit States to conduct their operations more efli- 
ciently and in line with public policies and needs of the respective States. The 
application of sound business principles to the State job-insurance system vitally 
concerns every employer and worker. 


Srate oF RuHwope IsLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R. I., March 20, 1952. 
Mr. MARION WILLIAMSON, 
President, Interstate Conference of Employment Security Agencies, 
Atlanta, Ga. 

Dear Marion: I am quite concerned with some of the statements which you 
have made in your release of March 21, which is entitied “Advocates of Federali- 
zation Seek To Scuttle States’ Job Insurance Programs.” To say the least, some 
of your remarks I think were most uncomplimentary as they attempted to de- 
seribe the efforts of whoever it is you are including in the group. In fact, if 
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they were intended to include us in Rhode Island because of our current effort 
to seek support for our so-called reinsurance bills, I would consider them offen- 
sive because of the extent to which they are so contrary to the fact. 

The timing of your statement and the nature of your statement might well 
leave the impression with some of your readers that you were including us in 
Rhode Island among the group to which you directed what I consider uncompli- 
mentary remarks. Because of this I want to make it clear, in the first place, 
that we do not deserve any such characterization, because we have taken great 
pains to make it clear that our current effort was directed solely at gaining 
support for this principle of reinsurance or direct Federal grant. We are not 
tied in with any other group, although if any other group such as the Bureau 
wishes to support reinsurance we certainly welcome it. We are not interested 
directly or indirectly in federalization as we have stated clearly to you and to 
the executive committee of the interstate conference. We are not “spendthrifts,” 
nor are we seeking to scuttle the States’ job-insurance programs. I have hope, 
also, in an effort to afford us fair play that you might write me and advise me 
that it was not your intention to direct those remarks to us. Outside of this, 
I must honestly say that your statement serves no purpose, at least as far as 
the reinsurance and the Mills bills are concerned, other than to cloud the issue 
and cause confusion and misunderstanding. 

We are all agreed that a contingency or reserve fund must be established to 
protect all the States against the possibility of insolvency of their reserves. 
We simply disagree on what the nature of that protection should be. You argue 
as provided in the Mills bill for a repayable loan. We are arguing for a direct 
Federal grant on the grounds that a repayable loan will not afford Rhode Island 
the protection needed. We have even gone further and suggested our willingness 
to accept the principle of a repayable loan for those States where it provides 
adequate protection, provided that the repayment will cease to be a requirement 
for those States which by established standards can prove their inability to 
repay, and at the same time rebuild their financial structure. 

Rather than meet this issue and resolve it to the satisfaction of all, which 
could be done, a hue and cry has been raised that the reinsurance bills are a step 
toward federalization. I do not think there is any such real danger in the 
bills, but more than that, I cannot appreciate how you could object to this on the 
ground of it being a direct Federal grant fraught with federalization and at the 
same time lend your unqualified support to the provisions in the Mills bill 
which are more of a direct Federal grant and which would carry with them more 
of a threat of federalization. 

You indicate, on page 5, that this excess of three-tenths percent which would 
be redistributed to the States is to be used for three specific purposes including 
payment of job insurance. This would mean, therefore, that under this pro- 
vision Rhode Island would receive approximately $300,000 a year. This would 
go into our trust fund and be used for the payment of benefits. You will recall at 
the meeting in Washington that you suggested that this $300,000 might meet 
our problem, or at least help to meet it. It was made clear to you at that 
time that $300,000 was approximately 5 percent of our average annual deficit, 
and therefore, would be some help but only a small portion of the help which we 
might need at some time in the future. 

We do not object to this redistribution. Because of our financial situation, 
we could hardly refuse such an outright gift. It is, in fact, an outright gift 
to us and to the 18 or more States who already receive annually for admin- 
istration more than their three-tenths percent. However, the point I wish to 
make clear here is that you unreservedly have endorsed this direct Federal 
grant and this use of these moneys for the payment of job insurance, and still 
refuse to lend your support to our reinsurance proposal on the grounds that 
it is a direct Federal grant and is a step toward federalization. It seems to me 
that the position such as you have taken is untenable and in the long run will 
prove injurious to these State systems which you are so earnestly desirous of 
maintaining. 

The redistribution provided in the Mills bil! which you sre supporting has far 
greater implications of federalization and is fraueht with far greater dangers 
as far as the future is concerned than is our proposal. The redistribution 
principle will result in a direct Federal grant of millions of dollars annually to 
the States which they can, and most will, use for the payment of benefits; where- 
as, our proposal simply asks that a much smaller portion of this three-tenths 
percent excess be set aside in a contingency fund in case Rhode Island, or some 
other State, might be threatened with insolvency. There is a possibility that 
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no State will have to resort to it. There is a possibility that no money at all 
will be spent out of this fund. Hence, you can readily see that there can be 
much greater dependency by the States on the Federal Government for the 
Federal hand-out of redistribution than there would be for an advance only in 
the event that a State went bankrupt. 

I might call your attention also to the opposite positions which you and 
Stanley Rector have taken on this issue. You, no doubt, have read his March 
20th issue of The Adviser in which he quoted that “Federal funds must not 
enter into the States’ benefit structure.” This is completely at odds with the 
statement you have made in your paper, and which is correct, of course, that 
the Mills bill does provide for direct Federal grants by redistributing the excess 
for use in the payment of benefits. This alone is confusing to your readers be- 
cause both of you are lending your unqualified support to the Mills bill and 
particularly to this provision. 

While in Washington last week I had a talk with Bill Curtis, and also talked 
with representatives of the Bureau. We all join in a conference to determine 
what course of action could be taken to resolve this issue. We suggested to 
Bill that it would seem worth while to arrange a meeting between you and the 
Legislative Committee of the Interstate Conference, and also members of the 
Bureau and myself, to see if we could not resolve the issue, which I think is 
easy to accomplish. In view of the fact that Mr. Forand’s committee is sched- 
nling hearings on his reinsurance bill, and the Mills bill, among others, it was 
considered advisable to meet before those hearings. While there is little time 
left, I am sure that we could do this, and could then present a united front so 
that some legislation providing protection adequate for all could be forthcoming 
in this session of the Congress. 1 have even suggested in a letter to Stanley 
Rector that he might join us in such a meeting. Since most of the individuals 
involved will be in Washington next week for the hearings, I would urge you to 
arrange such a meeting and advise me of it so that I would be sure to be on hand. 

Please be assured that I have appreciated and enjoyed our past conferences, 
and will look forward to meeting with you again. 

Sincerely yours, 
Tuomas H. Brine, Administrator. 





Srare or Ruope ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SEcuRITY, 
Providence, R.I., March 28, 1952. 

To: All State administrators 
From: Thomas H. Bride, Administrator 

I received an interesting letter from Mr. A. J. Caruso, executive director, 
Department of Labor, Bureau of Employment and Unemployment Compensa- 
tion, of Pennsylvania. He presents certain arguments in this letter which I 
have attempted to answer in my reply to him. 

I trust that you will find this exchange of communications informative, 


Srate or Reope ISLAND AND PRovIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R.I., March 25, 1952. 
Mr. A. J. Caruso, 
Evrecutive Director, 
Bureau of Employment and Unemployment Compensation, 
Harrisburg, Pa. 

Dear Mr. Caruso: I want to thank you kindly for the interest you have shown 
in reading our material and responding as you did in your letter of March 14. 

While we are agreed that there must be adequate protection to insure the 
solvency of these insurance reserves, I cannot agree with you as to the sound- 
nes of your remedy. My chief reason is that we have shown clearly in the 
materials which we have sent out that the repayable loan is not an adequate 
remedy as far as Rhode Island is concerned because if we reach the point of 
insolvency we will not be able to repay and at the same time rebuild our re- 
serves. Since this is an established fact, and since this could happen to any 
other State, and since all States should be afforded the same protection, it 
would seem that we must strike upon a more effective method of doing it than 
the repayable loan. Therefore, we suggest reinsurance so-called or a direct 
Federal crant. | 
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I would not have any quarrel with the individual States carrying this so-called 
excess insurance coverage against the event of insolvency, provided of course 
that this could be done and still enable each of the 48 States to maintain the 
sound State systems. However, I must take exception to your statement that 
the States have accepted the responsibility for financing their respective sys- 
tems. This clearly is not so, and until they do, and as along as this is a Fed- 
eral-State cooperative system, then I think anything that is consistent with such 
a system should receive serious consideration. 

You fully realize that there are 18 States which are not even able to finance 
their administrative costs without assistance through a direct Federal grant. 
Therefore, if there is any threat of federalization it comes more from things that 
have already been done, and comes more from things that are being proposed 
in the Mills bill, than it does from this proposal of reinsurance. 

You mentioned that it is hoped that the three-tenths of 1 percent now paid 
to the Federal Government will become the manageable property of the States. 
You suggest that when it does, some interstate system might be established to 
effectively guard against insolvency. The weakness to your argument here 
is that as far as I can see no one has suggested that the States have the man- 
agement of these funds. Even the Mills bill proposal for a redistribution of 
the surplus does not give the States the so-called management of the funds. As 
far as I understand it, the three-tenths of 1 percent collected annually, beginning 
with the passage of a bill to that effect, would be earmarked for the sole purposes 
of this program. With this, we all agree. I further understand that part of 
this three-tenths of 1 percent will be used as a direct Federal grant to those 
States whose three-tenths of 1 percent is not enough to cover administrative 
costs. With this, we are all agreed. You and the interstate conference have 
approved this direct Federal grant for this purpose. It seems to me, therefore, 
that you should be consistent and approve a direct Federal grant for the more 
urgent purpose of guarding against insolvency. Also, a portion of what re- 
mains of the three-tenths of 1 percent is to be sct aside as a reserve funds upon 
which any State could draw when it was threatened with insolvency, and of 
course met certain standards. Up to this point, we are all in agreement. 

Where we differ is that Rhode Island has shown that this money so drawn, 
if we do draw it at any time, could not be repaid and still enable us to rebuild 
our fund. You insist on a repayable loan despite the fact that we have shown 
that it will not give Rhode Island the protection which you are seeking for 
the State of Pennsylvania. To this extent we think you are unsound and 
inconsistent. 

The surplus then which remains is to be redistributed to the States, accord- 
ing to the Mills bill, as a direct Federal grant for two specific purposes. One, 
for use in administrative costs if a State so desires, and two, for deposit in 
the reserve fund to be used for the payment of benefits. Here, therefore, is 
another direct Federal grant or gift which you and the Interstate Conference 
are sponsoring. It certainly has as much threat of federalization as anything 
yet proposed. It is less justifiable than is the cost of reinsurance which we 
are proposing. In this redistribution you will approve, for example, of a 
quarter of a million dollars coming into Rhode Island each year as a direct 
Federal grant. This, in a sense, is a gift to Rhode Island because in the future, 
as is the case now, we will necessarily receive more for administrative pur- 
poses than our three-tenths of 1 percent would bring to us. 

Iam not quarreling with this principle of redistribution. We will be happy 
to receive it because it will go into our trust fund and to that slicht extent will 
help to alleviate our problems. I say slight extent because the facts will show 
that a quarter of a million dollars is just about 5 percent of the average deficit 
which we have been incurring annually. This indicates that something more 
substantial is needed. What I cannot understand, however, is how you can 
support this direct Federal erant or gift and still not support setting aside this 
or some portion of if as a reserve from which we may get a direct Federal grant 
in case of insolvency. 

What I cannot understand further is how you can support this redistribution 
as provided in the Mills bill, which ts a direct Federal grant of money for use 
in the payment of benefits, and on the other hand say that you are “unalterably 
opposed to the use of the Federal grants media, both for the purpose of sup 
plementing State’s benefits * * *." Your position seems to be completely un- 
tenable. 

Please be assured that we are not proposing this reinsurance or direct Fed- 
eral grant as the only remedy. It is appreciated that each State fund should 
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stand on its own as far as possible. It is appreciated that each State should 
do everything possible to finance its own program without resorting to any 
other source, Federal or otherwise. We recognize this to the same extent as do 
the other States. In fact, because of our situation, we have undertaken curtail- 
ments, and if we have not already reached it, we are fast approaching the point 
beyond which we cannot curtail any more and still maintain an effective pro- 
gram capable of accomplishing its declared objectives. To destroy the effec- 
tiveness of the program in this way is equally as bad as facing insolvency itself, 
and its effect upon the other States would be equally as serious. 

We believe there should be adequate standards established against any State 
“milking” a reserve fund. In fact we would be quick to agree to the establish- 
ment of this repayable loan feature if it will provide the protection needed. 
However, everyone who has familiarized himself with our situation seems to 
agree with us that it is not the answer. We would be happy to agree to a com- 
promise solution, namely, that the repayable loan be maintained except where 
any State can show as a matter of fact and as a result of experience that the 
loan cannot be repaid and still permit the State to rebuild its finances. In this 
event, therefore, the obligation to repay would be nullified. 

Again, please be assured that, as suggested by you, we will give serious con- 
sideration to any proposal which would enable the States to meet this situation 
themselves. However, no one has proposed this as yet, and this is far from what 
is proposed in the Mills bill. In fact, even if the Mills bill were adopted, there 
is no possibility of the States using the money redistributed for this purpose. 

May I reiterate a very important point. While we in Rhode Island are urging 
the adoption of reinsurance as a protection to all the States against insolvency, 
we recognize as quickly as any other State the need for each State to maintain 
its own system and prevent wherever possible the threat of insolvency. We 
must do everything here within our control to finance our own system. We are 
doing everything within our control short of raising our maximum tax rate. 
We are not doing this because it would provoke problems perhaps of even 
greater magnitude than the one we are trying to solve. Therefore, this matter 
of reinsurance is not looked upon as a solution but simply as a cushion upon 
which we or any State may fall back in the event that factors without our con- 
trol and despite our efforts of self-financing threaten us with insolvency or 
bankruptcy. 

As I aroused your interest in the first instance, I trust that I have aroused 
your further interest to the point that you might care to exchange further opin- 
ions with me. I will be happy to hear from you again and would be pleased to 
discuss this with you or any representatives of the interstate conference in a 
meeting which we might arrange for this specific purpose. 


Sincerely yours, 
THomMAs Hi. Brive, Administrator. 





COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF LABOR AND INDUSTRY, 
BuREAU OF EMPLOYMENT AND UNEMPLOYMENT COMPENSATION, 
OFFICE OF Execurive Director, 
Harrisburg, March 14, 1952. 
Mr. THomas H. Bripe, 
Administrator, Department of Employment Security, 
Providence, R. I. 

Dear Mr. Brive: We have read with interest your letter of February 8, 1952, 
and statement entitled “The Need for Federal Reinsurance of State Unemploy- 
ment Benefit Funds.” 

There are certainly good reasons for a sound system of reinsurance against 
catastrophe conditions in the field of unemployment compensation, just as in 
other forms of insurance. In most other types of insurance, the insurance com- 
panies reinsure their assumed liability for catastrophe, although, to some extent, 
individual companies self-insure, i. e., carry their own excess-insurance coverage 
against the event of unusually heavy risk. In the unemployment compensation 
field the States have accepted responsibility fer financing their respective 
systems, and it would seem that the States are the entities or bodies which 
should reinsure this risk to the extent they find reinsurance necessary. Insofar 
as they fail to act on their own behalf, they open the door to federalization of the 
benefit program. 
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The problem facing the States, therefore, is whether they shall reinsure their 
own risks, or establish some cooperative interstate plan for protecting them- 
selves against abnormal risk, or whether they shall accept some substitute pro- 
gram under Federal control. Eventually, it is hoped, the 0.3 percent now paid to 
the Federal Government will become the manageable property of the States. 
So much of this income as is not required for administration expenses might 
then be used, together with excess State funds, to pay premiums for reinsurance 
to be purchased by the State. Or, possibly, through some interstate plan a fund 
might be established from which loans could be made to individual States. 

For the present, the Federal loan or grants media appear to be the only prompt 
assurances which are available where a State is immediately faced with fund 
insolvency. If such methods are employed, however, they should be employed 
under their true title and not under the misleading label of “reinsurance.” We 
are unalterably opposed to the use of the Federal grants media, both for the 
purpose of supplementing State’s benefits as well as for the purpose of providing 
funds to meet the requirements of unforeseen conditions. Our stand is that any 
State, in such an emergency, should accept Federal relief only to the extent of 
a loan, and that even this method should be adopted only as a temporary expedi- 
ent until a better method can be devised for dealing with the situation. 

In the meantime, we feel that it will be to the best interest of all the States to 
support the Mills bill so that the States may secure control of these funds which 
were collected for unemployment compensation purposes. 

Very sincerely yours, 
A. J. Caruso, Pecutive Director. 


STATE OF RHopE ISLAND AND PROVIDENCE PLANTATIONS, 
DEPARTMENT OF EMPLOYMENT SECURITY, 
Providence, R.I., March 28, 1592. 
To: All State administrators. 
From: Thomas H. Bride, Administrator. 

Rhode Island's high benefit costs are not due to liberality in the benefit formula. 
As a matter of fact, Rhode Island’s maximum rate of $25 is exceeded in 15 
States; is equaled in 17 other States; and there are only 18 jurisdiction which 
have a lower maximum rate. 

Moreover, if dependents’ allowances are taken into consideration, 22 States have 
2 higher maximum rate than Rhode Island and only 16 have a lower maximum 
rate. Again, 64.8 percent of the covered workers in the United States have a 
higher maximum rate than the covered workers in Rhode Island. These facts are 
shown on the attached chart (see Governor Roberts’ testimony) issued by the 
Bureau of Employment Security in 1951. 

In view of the fact that the average weekly wage for industrial workers in 
Rhode Island was $57.93 in February of 1952, it is evident that the maximum rate 
of $25 compensates the average worker for only 43.1 percent of his wage loss. 
This percentage of wage loss compensated in Rhode Island is significantly lower 
than the percentage compensated in almost any other State, and there is an even 
greater discrepancy between Rhode Island and those States which provide for 
dependents’ allowances in addition to the basic maximum. 

We are not proud of these facts, but nevertheless we must point out that they 
are significant in the light of the claims that have been made that the Rhode 
Island program is too liberal. 


Tue Neep For Fepekar REINSURANCE oF SrAtre UNEMPLOYMENT BENEFIT FuNDS 


Some system of Federal reinsurance is clearly needed in order to insure a 
continuing system of unemployment compensation in all States. The particular 
method to be employed, while important in itself, is secondary to the assumption 
on the part of the Federal Government of its responsibility to meet and deal 
with this problem adequately and on a national level. The guaranty of solvency 
to State unemployment-insurance funds would ensure that all States would 
have available moneys sufficient to meet their liabilities in the event that State 
reserves were depleted. 

The need for a system of Feder reinsurance is most strongly indicated by the 
Rhode Island experience. 
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COMPARATIVE COST EXPERIENCE AMONG THE STATES 


Since the beginning of the unemployment-insurance system, Rhode Island's 
ratio of benefit outlays to taxable wages has been consistently higher than the 
national average. From the beginning of the program in 1938 and through 1950, 
Rhode Island’s benefit expenditures represented 95 cents out of each dollar 
collected in taxes, while the country as a whole paid out only 64 cents of the 
ubemployment compensation tax dollar. 

In 5 years of this period—1¥38, 1940, 1948, 1949, and 1950—Rhode Island’s 
ratio of expenditure was the highest of any State, reaching a peak point of 6.2 
percent of taxable wages in 1949. Indications are that, again in 1951, Rhode 
Island wil have shown the highest cost ratio. 

During the 2-year period 1950-51, benefit expenditures in this State exceeded 
collections by approximately $3 million, despite a 2.7 percent contribution rate 
for all employers in both years. 

The approximately $1 million of interest earned on its reserve balance during 
the 2 years, however, offset a portion of the loss and consequently moderated 
the drop in the reserve balance from $24,983,000 on December 31, 1949, to 
$22,990,000 on December 31, 1951. 

The end-of-1951 balance was equal to 3.59 percent of estimated 1951 taxable 
wages, as compared with the 4.94 percent figure when the end-of-1949 balance 
is related to 1949 taxable wages. More than two-thirds of the drop in the 
reserve percentages, however, can be attributed to the increase in taxable 
wages, which rose from a little over $505 million during 1949 to about $640 
million during 1951. 

Consequently, Rhode Island's reserves for future benefit payments now con- 
stitute a very small percentage of taxable wages. As may be seen from table I 
(appendix), the funds available for payment of benefits in all States on June 30, 
1951, represented 8.1 percent of the Nation's taxable wages. On the same date, 
Rhode Island’s percentage was 4.1 and it has since declined to 3.6. 

On a Nation-wide basis, the unemployment compensation funds as of June 30, 
1951, would have been sufficient to compensate 46.2 percent of the covered 
workers for the maximum duration, whereas in Rhode Island the funds available 
on that date would have compensated only 20 percent of the covered workers 
in this State for the maximum duration.’ This unfavorable situation exists in 
Rhode Island in spite of the high tax rate of 2.7 percent, which has been in 
effect for all but 2% years of the program's operations. 

Rhode Island is one of the few States which does not presently have a merit 
rating system in effect and in which all employers are paying the maximum 
tax rate. 

RHODE ISLAND'S COST FACTORS 


The benefit provisions of an unemployment insurance program as to amount 
and duration of payments, and the terms upon which a worker qualifies for 
benefits, inevitably have an effect upon costs. However, the excessive costs in 
Rhode Island cannot be traced to the greater liberality of its program; in fact, 
excessive costs have hindered needed liberalization. 

Rhode Island has attempted to limit these costs by amending qualifying 
provisions and strengthening internal controls and administration. But it is 
now recognized that not much more progress can be made in this direction 
without impairing the effectiveness of the program and defeating its very aim 
of providing adequate and prompt benefits to workers idled because of lack of 
work and throuch no fault of their own. 

Moreover, any possible additional corrective action which could be taken by 
the State would have little effect on the amount of benefit expenditures. 


THE RHODE ISLAND ECONOMY THE CHIEF CAUSE OF HIGH BENEFIT COSTS 


The difference between the high- and the low-cost States can be attributed to 
the differences in the various economic patterns in the States. 

The chief cause of Rhode Island’s consistently high benefit costs lies in the 
nature of its economy. This conclusion was amply documented by the study 


1In evalnating the cost experience of the various States, it shonld he noted that hetween 
1928 and 1950 there has been a substantial Increase fn all States in both the weekly benefit 
rate and the maximum duration which has been allowed. Hence, benefit costs for future 
years would be substantially in excess of those which were incurred in the prewar period. 
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Benefit Financing and Solvency of the Employment Security Fund, published 
by the Rhode Island Department of Employment Security in 1950. 

Rhode Island’s high benefit costs can be traced primarily to three factors in 
its economy: its high degree of industrialization, its unstable and seasonable 
industries, and its high percentage of insured employment. Its high percent of 
covered employment results from the dominant character of the Rhode Island 
economy ; namely, its dependence upon manufacturing industry, which involves 
the employment of workers in such numbers as to be subject to unemployment- 
insurance coverage. This high percentage of covered employment, coupled with 
the high incidence of insured unemployment resulting from the unbalanced and 
unstable character of Rhode Island industry, has made for consistently high 
claim loads and benefit outlays. 

The ratio of insured unemployment to average covered employment has always 
been high in Rhode Island as compared to the national average, as illustrated by 
tabie Il (appendix). 

From 1946 to 1950 the ratio of insured unemployment in Rhode Island averaged 
7.4 percent, while the national average was 4.04 percent; and during the last 
5 years, 1947-51, this ratio has been even higher, not dropping below 11 percent. 

During 1951 insured unemployment in the Nation was fairly stable, averaging 
8% percent of covered employment. In Rhode Island during this period, insured 
unemployment averaged 9.2 percent in 1950 and 12 percent in 1951. 

Rising insured unemployment in 1950 and 1951 in Rhode Island was entirely 
contrary to the national trends, as it has often been in the past. 

The only basic remedy for this situation would be the strengthening of the 
economy of the State, through the establishment of new industry, the balancing 
of the present unstable industrial structure through the addition of heavy year- 
around industry, and the offsetting or elimination of the present highly seasonal 
character of Rhode Island’s leading industries, such as textiles and jewelry. 

Action has already been taken in this direction. A Rhode Island Development 
Council has been established for the purpose of attracting new and more stable 
industries to the State. 

The legislature has also heen requested by the Governor to appropriate funds 
that will enable the State to finance the construction of industrial buildings as a 
means of attracting these new industries. 

It is also being impressed upon industry that a further remedy would be 
concerted efforts on its part to eliminate, as far as possible, the seasonal factors 
in its production schedules and also to strive, through its own efforts, for larger 
and steadier work orders and contracts. 

It has to be recognized, however, that industries which are seasonal and 
unstable in Rhode Island are so practically everywhere. Such difficulties are 
inherent in and peculiar to certain light consumer industries such as jewelry 
and textiles, industries which are of dominant importance to Rhode Island. 
These industries might make some effort to even out their seasonal ups and 
downs, but admittedly not much relief is to be expected from this quarter for 
the threatened benefit reserves, nor is much help to be expected in the very near 
future from the coming in of new and stable industry to offset such seasonal 
weaknesses. 

In any event, these solutions would all be in the nature of long-range programs 
and could not be applied in time for the State’s pressing and immediate problem 
of steadily dwindling benefit reserves fast approaching the point of insolvency. 

Rhode Island’s experience throughout the history of its unemployment-compen- 
sation program has been such as to lead to the couclusion that a self-supporting 
benefit program—that is to say, one supported entirely by Rhode Island industry— 
is all but impossible of attainment. 

Meanwhile, Rhode Island faces alone the very serious problem of financing 
its program, the high costs of which, as has been pointed out, are due to condi- 
tions beyond the control of the agency, the State, or even industry itself. 


THE NEED FOR FEDERAL REINSURANCE 


The only real alternative left for Rhode Island to continue its benefit program 
and avert insolvency is to resort to financial aid from the Federal Government. 

A loan from the Federal Government would be one means of providing finan- 
cial aid, but such a loan, in the long run, would not meet Rhode Island’s problem. 
At best, this would only be a stopgap measure, and in the light of Rhode Island's 
benefit-paying and financial experience, a highly questionable one. A loan plan 
is based upon the assumption that, in the long run, a State will be able to meet 
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its benefit costs and will also be in a position to repay the loans. But the Rhode 
Island program has suffered deficits for four successive years and its reserves 
are seriously impaired. 

Should Rhode Island be faced with another year of high unemployment similar 
to 1949, the reserve fund will not only be in greater jeopardy than that of all 
other States, but in greater jeopardy than it was in 1949. If current trends 
(in the Nation and in this State) continue for several years, all other States 
will be able to strengthen their funds while Rhode Island may not even be able 
to maintain its current low level of reserves. Consequently, there is no assur- 
ance that a loan could ever be repaid. Moreover, a loan, by increasing the debt 
burden, is likely to discourage new industry from settling in the State, thereby 
reducing the opportunities for new employment upon which an ultimate im- 
provement in the program must depend. 

In the event that this State were forced to borrow from a Federal loan fund, 
it would find it extremely difficult to repay the loan even if it increased the tax 
rate at that time by a substantial amount. 

Federal reinsurance, on the other hand, woul! afford a practicable selution 
to Rhode Island's benefit-financing problem. 

Under such a plan, the Federal Governinent would set up a reinsurance fund, 
and would apply for this purpose a portion of the Federal tax of 0.3 percent 
on payrolls. Moneys from this fund would then become automatically available 
to States whose reserves fall below a certain minimum level. This would be 
a continuing provision, and would require no direct repayment by the States 
of the grants received. 

Moreover, a principle analogous to Federal reinsurance is already applied 
in the disbursing of Federal funds for administration of the State unemployment 
compensation programs. These funds are provided by a tax of 0.3 percent on 
covered payrolls, but the amounts allocated to the various States are determined 
by their needs rather than by the contribution of their industry to this fund. 
States may receive more or less than the contributions made by their employers. 
Tn fact, 12 States are presently receiving amounts in excess of their contributions. 
Therefore, it would not be inconsistent to extend this principle to a more im- 
portant phase of the unemployment compensation program and, by so doing, 
protect and strengthen the established system. 

But Federal reinsurance is something which requires new legislation and 
might involve considerable delay. Pending such legislation, Rhode Island might 
be faced with a situation which would require more immediate aid, such as 
could be provided only through a Federal loan. 

Even if a Federal loan should not be considered the most desirable solution, 
the need for it is nonetheless real and urgent as an emergency relief measure 
in the financial crisis that the Rhode Island benefit fund may face in another 
year or two. Therefore, immediate steps should be taken to reactivate the 
loan provisions of the Federal law to make available the necessary interim 
funds, until the proper reinsurance legislation has been enacted. 


WHY FEDERAL REINSURANCE IS JUSTIFIED 


Federal reinsurance may be justified not only as necessary for some States 
in maintaining their unemployment benefit programs, but also as a fair and 
equitable handling of the problem. Although States may differ economically 
and show widely varying needs for unemployment benefits, they are all in 
the final analysis inseparable parts of one national economy. Accordingly, 
the maintaining of an adequate benefit program should not be considered the 
sole responsibility of the individual States, under all circumstances. The Na- 
tion as a whole has a responsibility when a State cannot maintain an adequate 
program without imposing burdens upon its industry which imperil its com- 
petitive position. 

The need for Federal assistance to the Rhode Island program is at the 
moment more urgent than that for other States. But there is no assurance 
that other States will not at some time or other find themselves in the same 
plight. Some States have experienced conditions approaching those in Rhode 
Island. If there should be another wave of widespread unemployment, other 
industrialized States will probably find themselves faced with steadily dimin- 
ishing benefit reserves. In that event, the prob'em of solvency will not only 
become more acute, but the need for a compensatory and a balancing plan of 
Federal reinsurance will become clearer, in the interests of safeguarding the 
economic well-being of the various States and of the Nation as a whole. 
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Mr. Foranp. Thank you very much for your fine presentation, Mr. 
Bride. 

Mr. Brive. Thank you. 

Mr. Foranp. Our next witness on the calendar is Mr. Philip Taft. 

Will you give your name and the capacity in which you appear? 


STATEMENT OF PHILIP TAFT, ECONOMIST, PROVIDENCE, R. I. 


Mr. Tarr. My name is Philip Taft, and I am an economist and a 
school teacher. I have been and am a consultant to the department 
of employment security for the State of Rhode Island. May I also 
say I actively partic ipated i in the solvency study, and I was a member 
of the economics committee that reviewed the New England economy 
for the Council of Economic Advisers, 

May I thank the committee for giving me the opportunity to present 
this statement to vou and to say also that my statement is largely or 
at least generally an effort to summarize the characteristics of the 
Rhode Island economy. I think the Governor and Mr. Bride have 
dealt with the details, showing the administrative details, in far better 
fashion than I could, and I am going to try to limit my discussion to 
the economic situation. 

Mr. Mason. To a discussion of the general economy of the State of 
Rhode Island that brings about this problem we are facing? 

Mr. Tarr. Yes. That is it precisely, and I thank you for putting it 
that way. 

The purpose of an unemployment-insurance program is to provide 
the worker, idle through no fault of his own, with a weekly offset to 
wages sufficient in amount and long enough in duration so that he wiil 
be able to maintain the minimum expenditures needed by himself and 
his family without incurring a burdensome debt or being compelled to 
depend upon aid from public welfare agencies or private charity. As 
the costs of benefits inevitably vary from year to year, it is not only 
prudent but absolutely necessary, for a public and even a private sys- 
tem of unemployment insurance—if one is operating—to build up re 
serves in years of high employment, when income is likely to excee:| 
outlays, to meet the higher costs in slack periods when outgo inevitabl 
exceeds income. The amount of employment and unemployment is 
influenced not only by changes in seasonal operations of industries, 
but by longer fluctuations, the business cycle, made up of several dis- 
tinct phases, a boom or a rise in activity, high prosperity, a downturn 
and depression. Such cycles in the past have lasted from 7 to 10 years. 
As business, community income, and employment change from yea 
to year, but tend to follow a cyclical pattern, it is obvious that a sy ~t 
of unemployment compensation must build its reserves during one 
sart of the business cycle to meet a greater number of claims and out- 
co in periods of low income and employment. The actions and 
policies of Government, business, and labor may avert or accentuate 
unemployment in any phase of the cycle, but a system of unemploy- 
ment compensation must be so organized that it can meet its liabilities 
in years of low employment, as well as in other years. 

The ability of an unemployment- -compensation system to build up 
its surplus for the time when the demand for benefits in relation to 
income are great depends — its economy. It is conceivable that 
the economy of a State may be so well balanced that it will never run 
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an annual deficit. Unfortunately, this ideal is difficult to achieve, but 
it is obvious from the most cursory examination that the States are not 
equally close or distant from the ideal. 

The liabilities facing an unemployment compensation system in a 
State over time are influenced in a large measure by its economy which 
is itself shaped and determined by historical events over which the 
present generation has little or no control. The economy of a State 
is determined by location, the absence and presence of raw materials, 
sources of hydroelectric power, the distance from markets, the supply 
of labor, and the social climate. Although advantages may be accen- 
tuated and disadvantages reduced, fundamental changes cannot be 
made overnight, in a year, or even in a decade. The economy of a 
State, its fluctuations over time which influence the level and stability 
of employment and income, are the basis upon which a system of em- 
ployment security must be built; and if an economy is subject to more 
than average seasonal or cyclical fluctuations in employment, the un- 
employment compensation system inevitably incurs more than average 
liability. 

May I, for a moment, deal with the relation of the Federal Govern- 
ment to the State security systems? It is now generally agreed that 
State administration is the more desirable; not only on the ground 
that it is more adaptable to local needs, but for, if anything, a stronger 
reason, it prevents centralization of power and control. The diffu. 
sion of power is a means of protecting liberty: and this, to my mind, 
is a strong argument for our present system. However, the sponsors 
of employment security legislation recognized, and events have many 
times demonstrated, that we do not have 48 separate economies. Even 
when we speak of regional economies, we are talking in broad terms. 
We have one economy, and the State economies, which are its com- 
ponent parts, are not of equal strength. States, like individuals, are 
of unequal economic strength; while some can weather an economic 
storm without much difficulty, others with a less hardy framework 
might be economically swamped by actions and cireumstances within, 
as well as outside, the borders of the State. 

The economies of some States make for a low level of insurable un- 
employment. Others are high-cost States. However, the State econ- 
omies are not isolated, independent units. They are part of a 
common whole, the economy of the United States, as are the States geo- 
graphically and politically part of the United States. It is just as 
inequitable and unreal to close one’s eyes to the problems of a State 
as to those of an individual. The Federal-State system is designed 
not only to help the strong States which do not need it, but to help 
those States which, through no fault of their own, cannot carry their 
burdens. The Federal-State system is made up of a series of links 
inachain. It is the weak links that need support if the system is to 
continue and fulfill its functions. 

The problem facing Rhode Island arises, to a large extent, from 
national and historical circumstances. It is the smallest State in the 
Union—48 miles long and 37 miles wide. It is a densely populated, 
urbanized industrial area with slightly less than 800,000 people. The 
State has little agriculture and no mining, and more than 91 percent 
of its people live in urban areas as compared with under 60 percent in 
the country at large. 
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The Rhode Island economy is more dependent upon manufacturing 
than most States, and it is very heavily dependent upon three indus- 
tries—textile, jewelry, and metal manufacturing. The textile indus- 
try provides almost 22 percent of all jobs and over 40 percent of those 
in manufacturing; metals and machinery, over 11 percent of all jobs 
or slightly more than 22 percent of those in manufac turing; jewelry 
and silverware provide over 7 percent of all jobs or over 14 percent of 
those in manufacturing. In years when the textile industry is operat- 
ing at high levels and there is no recession in our two other major 
manufacturing industries, manufacturing employment approaches 50 
percent of total employment. However, the major manufacturing in- 
dustries of the State are each subject to sharp fluctuations of either a 
seasonal or cyclical kind. 

The dependence of Rhode Island in such large measure upon three 
manufacturing industries means that whenever there is a severe decline 
in any one, unemploy ment and claims for benefits are likely to be high. 
The experience of Rhode Island in the period after World War II 7° 
lustrates the problem. The first two postwar years were marked by 
rising employment, and the upward climb of employment and income 
was even greater than in the country at large. There was a shortage of 
many kinds of textile goods; and even jewelry, a highly seasonal in- 
dustry, experienced a very satisfactory rise inemployment. But these 
favorable conditions did not last ; and beginning in the spring of 1947, 
a decline set in which, by the summer of 1949, resulted in unemploy- 
ment estimated at about 65,000 workers. This number constituted 
about 20 percent of all those employed as salary and wage earners. 
The industries which were largely responsible for this decline were 
the following manufacturing industries: Jewelry, textiles, rubber- 
goods manufacturing, and metals and machinery. 

The decline in employment was Nation-wide; but New England, in- 
eluding Rhode Island, suffered more severely than the country at 
large. The sharp decline in metal machinery was influenced by the 
curtailment in the manufacturing of textile machinery, important in 
New England. The effect upon Rhode Island was especially severe ; 
for while other areas such as the Fall River-New Bedford district of 
Massachusetts and Lawrence in the same State, suffered as severely as 
Rhode Island, these areas were surrounded by an industrially more 
diversified hinterland which helped to balance the effects of the in- 
creased claims coming from the distressed areas mentioned. 

During this period, Muskegon, Mich., was a distressed area; but 
while this was a serious matter for the local community, a high level of 
income from high employment in other Michigan areas helped to offset 
the drain upon the unemployment- -compensation fund. Unfortunately, 
Rhode Island is not, either in size er in the diversity of its industries, 
as favorably situated. Moreover, the decline hit the soft goods more 
sharply: and they are heavily represented in the New England and 
Rhode Island economies. 

The highest rate of unemployment in Rhode Island was reached 
in July 1949. An upward turn then took place, and by the end of the- 
year unemploy ment had shrunk to 40,000 workers. The Korean war 
for a time extended the gains in employment; and at the end of 1950: 
unemployment had fallen to below 15,000 workers. ‘This was the most 
favorable position reached by the economy of the State in the post 
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war, but it was far less favorable than for the country at large. The 
percentage of unemployment was still twice as high as for the country 
at large. But even this position could not be maintained. Soon the 
jewelry and textile industries suffered severe declines in employment 
with the result that the number of unemployed rose rapidly to about 
35,000 workers, offsetting some of the gains which followed from 
the expansion of activity of the metal trades. The declines in the 
jewelry and textile industries are due in part to a large amount of 
forward production and buying which followed the outbreak of the 
Korean war. Distributors increased their inventories and consum- 
ers their purchases. In World War II most jewelry plants pro- 
duced war goods. These orders have not been forthcoming in a 
large measure, with the result that thousands have been idled. Distri- 
butors with oversized inventories are not eager to place orders. More- 
over, as the statistics of the United States Department of Commerce 
indicate, there has been a sharp increase in consumer savings which, 
while desirable on other grounds, adversely affects the demand for 
luxury items such as costume jewelry produced in Rhode Island. 

The textile industry in Rhode Island has been affected by the serious 
crisis that has struck this industry everywhere. The current expe- 
rience of the Rhode Island textile industry is not unique. The de- 
»wression is Nation-wide and even world-wide. There are reports of 
75,000 idle workers in the Lancashire textile industry in England, 
which is one of the manifestations of the world-wide crisis. The 
crisis in the textile industry has been very severe, and there is not much 
that Rhode Island manufacturers can do to increase demand which 
has fallen currently because of large purchases made by consumers 
and distributors in the past. 

The decline in the jewelry and textile industries naturally had seri- 
ous repercussions upon benefit outlays. ‘There was hope that a surplus 
would be earned in 1951 as there had been in the last 6 months of 
1950. But the increase in claims in the spring of 1951 made that 
impossible, so we face the paradoxical condition that when the over- 
all reserves for the country at large rise by about 10 percent, Rhode 
Island experiences a deficit. Moreover, the deficit is almost entirely 
due to the shortage of work in the textile and jewelry industries. 

Over the entire period of the unemployment-compensation system, 
1938-51, Rhode Island spent more than 114 times as much of the 
tax dollar for benefits as the country at large, 95 cents for Rhode 
Island, 60 cents for the United States. The main reasons are again 
our industries. Jewelry manufacturing is a highly seasonal industry. 
Seasonality in costume-jewelry production, which comprises the 
major bulk of jewelry manufacturing in Rhode Island, is due to two 
factors. Purchases at the consumer level are concentrated around 
certain holidays and ceremonial occasions—Christmas, Easter, and 
the months when people tend to graduate from school or enter into 
matrimony. Stocks are built up in anticipation, and there is nor- 
mally little purchasing until the next seasonal buying cycle appears. 
An additional instability is the importance of style. The industry 
is affected by what strikes the buyer’s fancy; and as that factor is 
not stable, producers are fearful of producing nonstandard items too 
far in advance. Both of these factors combine to induce a rate of 
seasonal unemployment with high claims and costs. 
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The textile industry has always been subject to irregularities. Its 
typical schedules usually lead to temporary slumps of varying sever- 
ity after a period of high operations. This also induces a high rate 
of claims and costs. As a matter of fact, even the industries which 
are doing very well at present—the metal trades—are likely to expe- 
rience considerable idleness during a business cycle. In a _ period 
when expansion of investment slackens, unemployment is likely to 
be severe in this sector of the economy. 

Comparable industries and plants in other States have similar expe- 
riences, but their greater industrial diversity enables them to escape 
from the more serious effects which are suffered by the Rhode Island 
economy because of its small size and greater dependence upon a 
few industries. 

While at the present time Rhode Island finds itself in serious diffi- 
culties, the experiences of 1949 demonstrated that a severe loss of 
employment might imperil the solvency of the unemployment com- 
pensation funds of other States. These funds are not only the source 
for offsetting wage loss and the shoring up consumer demand but 
they are one of the means by which our free enterprise economy dem- 
onstrates its vital concern for the worker and thereby gives the lie 
to the totalitarian claim that capitalism has no interest in the indi- 
vidual’s welfare. 

An economy, if I may repeat, is shaped by location and history; 
and this is true of Rhode Island. The economic problems facing the 
State can only be solved over time. Many of the difficulties of Rhode 
Island are due to the agé of its economy. We must remember that. 
American industrialism was born in Rhode Island. The first mod- 
ern factory-—the Slater Mil!s—was established in Rhode Island. 
There are advantages of an early start, but there are also serious 
disadvantages. Rhode Island has, in the past, concentrated upon 
light consumer-goods industries. Rhode Island has suffered from 
the industrialization of other sections of the country and from the 
shifts in population which have raised the transportation costs of 
its products. Yet there have also been favorable changes which, if 
allowed to work out over time, will go a long way toward solving 
the problem. For example, while employment in textiles has been 
dechning, employment in electrical manufacturing, metals, and ma- 
chinery, and chemicals have been rising. There is strong sentiment 
in Rhode Island for encouraging new industries; and their expansion 
offers hope for a balanced, diversified economy able to provide man- 
agement a fair return and labor a desirable standard of living. 

Diversification depends upon Rhode Island retaining, in general, 
its present industries and attracting new ones. The possibilities are 
not altogether unfavorable, for Rhode Island has a highly skilled. 
well-disciplined labor force with a minimum of labor conflict. A 
balanced economy cannot be achieved overnight, and unfavorabk 
factors not only make adjustments more difficult but may make it 
impossible. At present Rhode Island employers pay 2.7 percent ot 
taxable wages for unemployment compensation. Few States charge 
a rate as high and there is little prospect of a reduction in the Rhode 
Island rate in the near future. 

High costs preent the operation of a merit rating system which 
places Rhode Island employers at a competitive disadvantage with 
employers in other States. Any increase in taxes for unemployment 
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compensation would accentuate this disadvantage. Marginal firms 
wr find the cost increases economically unbearable and would 
either cease operating or transfer their operations elsewhere. This 
would increase unemployment and also narrow the tax base. An 
increase in rates would also act as a danger signal to firms planning 
to settle in Rhode Island. The high comparative costs would dis- 
courage outside firms from regarding Rhode Island favorably. Thus 
diversification of industry so sorely needed would be hampered, if not 
altogether prevented. The only feasible answer is a Federal grant- 
in-aid system which will enable Rhode Island to meet its commitments 
to its workers without impairing its ability to solve its problem. A 
loan is a temporary expedient, based upon favorable short-term expec- 
tations. Conditions which cause reserves to fall below income in one 
or two highest quarters cannot be solved overnight. Consequently, 
unless events changed with lightning rapidity, borrowing States could 
not repay their loans. A loan is unrealistic for the State needing 
such aid is not likely to be able to accumulate sufficient reserves for 
repayment. In the meantime its debt is another warning to the indus- 
trialist who might settle within its borders that he may be facing 
increases in his tax rate. Therefore a realistic answer is a grant-in-aid 
for the maintenance of solvency of the State funds whenever States, 
through no fault of their own, cannot unaided achieve this objective. 

Mr. Foranp. Mr. Taft, I want to commend you for this fine pres- 
entation on the economic situation as it exists in Rhode Island and 
the reasons for it. 1 think you have made a very definite contribution. 

Mr. Tarr. Thank you. Mr. Chairman, I weuld like to call your 
attention to some of the charts in the Governor's statement. 

Mr. Foranp. Those are the same charts that he asked to be included 
in the record with his statement. 

Mr. Tarr. Yes, sir. 

Mr. Mason. Before you do that—— 

Mr. Tarr. Yes, sir. 

Mr. Mason. The Governor made the statement that through no 
fault of its own, and you have just repeated it. 

Mr. Tarr. Yes, sir. 

Mr. Mason. That perhaps requires kind of an elaboration and an 
explanation. Do you feel that Rhode Island has not had any fault 
that has brought about this situation ¢ 

Mr. Tarr. Well, Congressman, I think you have asked a very good 
question which is in some respects, I might say, possibly an embarrass- 
ing question, but I will go ahead and answer it in this fashion : 

Perfection, of course, is an ideal that all of us should seek to achieve 
in every department of life. I would simply answer your question in 
this fashion, and I am not trying to evade it, that the fault of Rhode 
Island are not greater, in other words, than those of any other State. 

I think that the administration is efficient, I believe that efforts 
are made to prevent malingering, and efforts are made to prevent pay- 
ments to people who are not in the labor market. 

We have some peculiar problems in Rhode Island, and I would 
like to call your attention to one fact. We had 65,000 workers 
unemployed in 1949. When the employment situation changed the 
textile industry, right after the beginning of the Korean war, began 
to improve. As a matter of fact it had already changed prior to 
that, and our unemployment shrank very considerably to 15,000. 
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I do not believe that the average worker in Rhode Island is different 
from the average worker in Massachusetts, Connecticut, or any other 
State, that most people would prefer to work rather than draw com- 
pensation benefits, if for no other reason than it constitutes a rela- 
tively small fraction, less than 50 percent of the average worker’s 
wage. But, I would not argue, sir, that Rhode Island has achieved 
perfection, that we do not have faults or cannot improve. 

Mr. Mason. My thought was this, it is not in the administration 
of the program, because I imagine you average up about as good as 
any of them. 

Mr. Tarr. Yes, sir. 

Mr. Mason. It is on the question of anticipating this shortage in 
the funds several vears ago. What you are now saying is that you 
are going to try to do that which will relieve the fund of thousands 
or hundreds of dollars a year, particularly in trying to diversify your 
economy so that you will not be perpetually meeting these problems. 
Most of the other States have been working pretty hard on that 
diversification. 

Mr. Tarr. I believe, Congressman, you have put your finger on a 
problem. I think the chairman knows that. In an older community 
you have intrenched groups that oppose diversification. 

Mr. Mason. They do not like to see changes made. 

Mr. Tarr. One hundred years from now if we should be able to 
return we might find Illinois with the same mental approach that 
some parts of New England have today. 

Part of our problem is that we are an old, established State with 
fixed ideas, and it is difficult to make changes. 

Mr. Mason. It is difficult to readjust human beings to a different 
tvpe of work and employment. 

Mtr. Tarr. That is right, and there is a natural resistance by em- 
ployers to having industries brought in that will compete for their 
Jabor supply. 

Mr. Mason. You recognize, however, that that is one of the perma- 
nent solutions of your problem ? 

Mr. Tarr. Oh, yes. We did that even in the insolvency study, and 
this was not part of the question that was put before us. We tried to 
point out that the one answer, the only permanent answer, is diversi- 
fication, but while we are trying to diversify any increase in the taxes 
makes the problem of diversification that much more difficult. 

The Governor is trying to do a great deal, I believe. He recognizes 
the problem. 

Mr. Foranp. In fact, that problem has been recognized in Rhode 
Island for many years, and it was during the depression of the thirties, 
particularly, that people became aware of the fact. and the machinery 
was already started at that time to try to achieve this goal that we are 
working on. I believe good progress has been made, but not sufficient 
to take care of the bad situation that we have today. 

Mr. Mason. Go on with your charts now, Mr. Taft. 

Mr. Foranp. Do you have any questions, Mr. Granger ? 

Mr. Grancer. Not at this time. 

Mr. Foranp. ‘Take up the charts now. 

Mr. Tarr. I think the charts are quite self-explanatory. Here [in- 
dicating] the green line is Rhode Island, showing the average percent 
of insured unemployment, and this [indicating] is our total with 
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respect to the rest of the country. That is, we have been higher every 
year. This is our bad year [indicating], when we ran a deficit. 

Here [indicating] is our ratio of benefits to taxable wages. Here, 
again, we are high all through, sir, right from the beginning, from the 
beginning of the program through 1951. 

Mr. Foranp. That is benefits paid out ! 

Mr. Tarr. Yes; benefits paid in relation to the amount of taxable 
wages, as a percentage of taxable wages. 

Here [| indicat ing] is postwar unemployment, in relation to the post- 
war unemployment of the United States. We went down here [indi- 
cating], and up again [indicating]. 

I think our current unemployment can be explained almost entirely 
in terms of the textile industry, and I think, Congressman, you raised 
the question about diverting war work to Rhode Island. You know 
the textile industry has been excluded, because the textile industry is 
depressed not only in Rhode Island, but in Georgia and other States. 

Here [indicating] is what our employers have been paying in rela- 
tion to other employers in other States in the country at large, and only 
in 2 or 3 years have their rates gone below 2.7 percent. 

Here [indicating] is our manufacturing and this is our problem. 
We have no agriculture. Here [indicating] is nonmanufacturing. 
Here [indicating] is the unemployment. 

Our problems are really summarized in charts. 

This [indicating] is the last chart that I should like to call to your 
attention. This [indicating] is our reserves and here is our benefits 
paid. The benefits paid in the last year were almost as much as our 
reserves. I think this chart indicates the kind of a problem that we 
are facing. 

Mr. Grancer. What percentage of your population or relatively 
what is the relationship of the percentage of your population who are 
workers as compared with other States; do you know? 

Mr. Tarr. I cannot give you the figures. I think they are very high. 
We have a great many people who are industrial workers. We do not 
have a large number in agriculture. We are ina center where we have 
a large number of people engaged in office work. 

Mr. Mason. Would you say a fair proportion of industrial workers 
— be 80 percent of the population and 10 percent agriculture or 
what 

Mr. Tarr. Well, agriculture is much less. 

Mr. Mason. I am suggesting an estimate. For instance, in the 
State of Illinois we have 50 percent agriculture and 50 percent indus- 
try for the balance of the State. Would you say it would be 70 percent 
as against 30 percent? 

Mr. Tarr. Congressman Mason, we have 280,000 people who are 
salaried and wage earners. We have about 40,000 to 50,000 self- 
employed. That would mean that if we apply any multiplier—say, 
about 2.5—to that it would be about three-fourths or 80 percent of 
the population that is engaged in industry. 

Mr. Granoer. That affects a high percentage of your entire popu- 
lation. 

Mr. Tarr. Yes. The unemployed was 13 percent at one time. In 
other words, the unemployment in the event we have a recurrence of 
what happened in 1949, which was the highest rate of unemployment 
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we have had, and if the rest of the country should experience such a 
percentage of unemployment, it would be a catastrophe. 

Mr. Granoer. I heard Mr. Forand and Mr. Fogarty sometime ago 
say -— they have had a real depression among industrial wor kers. 

Mr. Tarr. We did. The unemployment- -compensation system 
helped ; $31 million was paid out in 1 year to ox pe who had no jobs, 
It liquidated a lot of savings which people had accumulated. The 
individual citizen was in a much better financial position to meet this 
decline then he would be if it occurred now. 

Mr. Foranp. Are there any further questions? 

If not, we thank you very much for your statement, Mr. Taft. 

Mr. Tarr. Thank you for the privilege of being here. 

Mr. Foranp. The committee will stand adjourned until 10 o’clock 


Monday morning. 
. S 
(At 2:05 p. m. an adjournment was taken until 10 a. m. Monday, 


April 7, 1952.) 





SO ee ee ~wa eer Ue J 








UNEMPLOYMENT INSURANCE 


MONDAY, APRIL 7, 1952 


House or RepresENTATIVES, 
SuncomMirree ON UNEMPLOYMENT INSURANCE 
or THE CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. Aime J. Forand (chair- 
man) presiding. 

Mr. Foranp. The committee will please be in order. 

The first witness on our calendar this morning is Mr. Theodore J. 
Krauss. 

Mr. Krauss, for the purpose of the record, will you identify your- 
self and the capacity in which you appear? 


STATEMENT OF THEODORE J. KRAUSS, EXECUTIVE VICE 
PRESIDENT, ASSOCIATED INDUSTRIES OF MISSOURI 


Mr. Krauss. My name is Theodore J. Krauss. I am executive vice 
president of the Associated Industries of Missouri, which is com- 
posed of over 1,200 business and industrial firms operating in the 
State of Missouri. The members of our association pay approxi- 
mately 70 percent of the manufacturing payroll in the State. About 
40 percent of our member firms employ less than 100 persons. If 
the figure of 500 employees, which is sometimes used for the purpose 
of making an arbitrary division between small-business and large- 
business firms, were used, then it could be said that over 83 percent 
of our members who are engaged in manufacturing enterprises are 
small-business firms. 

In this appearance before the committee I am also representing 
33 other State-wide manufacturers’ associations who are members 
of the Associated State Manufacturers’ Association. Each of these 
organizations is autonomous and independent. Each performs similar 
functions in its service to employers in these 33 States. Cumulatively 
their membership totals about 45,000 firms. 

The associations which I am authorized to represent in presenting 
our views to this committee are as follows: 

Associated Industries of Alabama 

Associated Industries of Arkansas, Inc. 
California Manufacturers Association 
Manufacturers Association of Colorado 
Manufacturers Association of Connecticut, Inc. 
Associated Industries of Florida 

Illinois Manufacturers Association 
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Indiana Manufacturers Association 

Iowa Manufacturers Association 

Associated Industries of Kansas 
Associated Industries of Kentucky 
Louisiana Manufacturers Association 
Associated Industries of Maine 

Associated Industries of Massachusetts 
Michigan Manufacturers Association 
Associated Industries of Missouri 
Associated Industries of Montana 
Associated Industries of Nebraska 

New Hampshire Manufacturers Association 
New Jersey Manufacturers Association 
Associated Industries of New York State, Inc. 
Ohio Manufacturers Association 

Associated Industries of Oklahoma 
Columbia Empire Industries, Inc. (Oregon) 
Pennsylvania Manufacturers Association 
Associated Industries of Rhode Island 
Tennessee Manufacturers Association 
Texas Manufacturers Association 

Utah Manufacturers Association 
Associated Industries of Vermont 

Virginia Manufacturers Association 

West Virginia Manufacturers Association 
Wisconsin Manufacturers Association 

Mr. Foranp. I notice you include the Associated Industries of 
Rhode Island, and we find its representative is scheduled to appear here 
today. Do you mean you are speaking for all of them, or just iden- 
tifying the fact that the organization you represent includes these 
organizations? 

Mr. Kravss. I am speaking here as the representative of our asso- 
ciation, which consists of 34 associations. I am speaking generally 
for all of them, and specifically for my own association. I under- 
stand, from the documents which I have seen, that not only the Asso- 
ciated Industries of Rhode Island but also the Illinois Manufacturers 
Association and the Wisconsin Manufacturers Association will be 
represented here this morning. 

They, of course, will speak for their own associations, even though 
they are a part of this organization. 

Mr. Forann. I raised the question so we would understand that you 
are speaking for the whole group, generally. 

Mr. Krauss. Generally; yes. 

Mr. Foranp. And you are speaking individually for your particular 
unit. 

Mr. Kravss. That is correct. 

Mr. Foranp. Thank you. 

Mr. Krauss. First of all, Mr. Chairman, T want to thank you and 
the members of the committee for the privilege of presenting this 
statement to you this morning. 

First, with reference to H. R. 7164, by Congressman Dingell, of 
Michigan: One of the bills for consideration before this committee 
is H. R. 6174, which was introduced on January 23 by Congressman 
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John Dingell, of Michigan, as a counterpart of S. 2504, introduced 
on the same day by Senator Blair Moody, of Michigan. 

At the time these bills were introduced, the employment situation 
in Michigan, particularly in the automobile plants in and near Detroit, 
was given as a reason for the need for enactment of legislation to 
provide supplemental Federal unemployment compensation benefits 
to unemployed workers. 

Since that time the unemployment situation in Michigan has changed 
for the better. An article in the Detroit News of March 17, 1952, 
quoted Gov. G. Mennen Williams as saying that— 

The back of Michigan's unemployment spiral has been broken. I feel we will 
continue to gain in employment. 

In view of the fact that the alleged crisis with which this legisla- 
tion was designed to cope does not now exist, we do not propose to 
take up a great deal of the committee’s time in presenting our unani- 
mous unequivocal opposition to the proposals contained in this bill. 

If enacted, H. R. 6174 or legislation similar to its proposals would 
sound the death knell for State unemployment compensation systems 
and federalize a program which is working well in each of the 48 
States, the District of Columbia, Alaska, and Hawaii under local 
administration. 

During the last 14 years the States have been collecting payroll 
taxes from employers to establish reserves from which to pay benefits 
to those who were unemployed through no fault of theirown. During 
this time, even though the amount of maximum benefit payment has 
been increased in every State and the maximum duration of payments 
has been increased in every State, the States have accumulated a re- 
serve fund in excess of $7 billion for the purpose of taking care of 
future claims under the laws of the individual States. Although 
the Federal Government has spent this $7 billion which is theoretically 
held in trust by the United States Treasury, the Federal Government 
does acknowledge that this amount of the national debt is owed to the 
States for the purpose of paying unemployment compensation claims. 

Unop introduction of S. 2504, Senator Moody, after explaining that 
the bill, while proposing to increase benefit payments, did not provide 
for an increase in duration periods, said (see Congressional Record, 
January 25, pp. 424-429): “If an attempt were made to include an 
extension of time in this bill, the Congress would, in effect, be saying 
to the States that it was taking over for the Federal Government the 
unemployment-compensation system after the period for payments 
set by the States.” Although an extension of duration would, accord- 
ing to the Senator, admittedly federalize the system and was not pro- 
»ose din the original bill, an amendment offered by him at the hear- 
ings which were held before the Senate Committee on Finance, Feb- 
ruary 19-22, 1952, would provide for 50 percent extension of the period 
during which benefits would be payable under the law of the State, 
with the additional proviso that such sepplemental benefits would be 
paid from Federal funds. In other words, Senator Moody’s amend- 
ment would accomplish the federalization which he originally stated 
he had no desire to bring abont. A provision to extend duration 
periods is not a part of the bill before this committee, but whether it 
is amended or not to conform to the amended proposal before the Sen- 
ate committee, the fact remains that the use of Federal funds in financ- 
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ing benefits, whether in larger amounts or for longer duration, will 
inevitably end in the placing of this program entirely under Federal 
control. We are unalterably opposed to federalization. 

As pointed out above, the States have accumulated a reserve fund 
which the Federal Government owes them of over $7 billion from 
which to pay benefits to the involuntary unemployed. The Federal 
Government, instead of a reserve fund, has a $258 billion debt, which 
would undoubtedly be increased by any assumption of responsibility 
for further payment of taxpayers’ dollars in a program now being 
adequately handled by the States. 

In previous comments I stated that since the inception of State 
laws amendments have been made to increase both the amount of maxi 
mum benefits and duration. For exemple, in the State of Missouri 
the latest amendments to our law, which became effective July 1, 1951, 
increased the maximum payment to $25 per week and the duration 
period to 24 weeks. Under the terms of this bill, a 50-percent Federal 
supplementary benefit would increase the Missouri maximum to $37.50 
per week; and if the bill were amended to provide a 50-percent in- 
crease in duration, an unemployed worker would be allowed to draw 
benefits during 36 out of 52 weeks in a calendar year. Other States 
which I am representing here could cite similar examples. 

In the State of Michigan, where dependency benefits are provided, 
a 100-percent matching of such dependency benefits would raise the 
maximum to $56.50 per week. We believe that each State knows best 
how far it can go in the payment of unemployment benefits under that 
State’s economy. We believe that each State knows best what amount 
represents the maximum which can safely be paid without putting a 
premium on idleness and encouraging the unemployed to remain 
at home receiving tax-free, expense-free benefits instead of working at 
a productive job, involving the payment of income withholding tax, 
social-security ‘» x, transportation costs, and lunch money, and requir- 
ing the expenditure of energy demanded by work. 

The provision of this bill to match the payment of dependency 
benefits 100 percent with Federal funds is chateuly designed to en- 
courage States to include dependency-benefit provisions in State laws. 
We believe there is no excuse or justification for dependency benefits 
in an unemployment “insurance” law. Benefits are uniformly based 
on wage credits earned. Wages are earned and paid on the basis of 
productive work performed, and not on the basis of the number of 
dependents the worker has. Even labor-union organizers are paid for 
productive effort, and not according to the number of their dependents. 
If unemployed workers with dependents are to be paid relief benefits 
based on need, a general dole or relief program should be provided for 
that purpose. Such a program is not a proper part of an “insurance” 
program in which the premium dollar (the employer-paid tax on wages 
paid) should provide for beneficiaries o nan equal basis without dis- 
crimination. 

We believe that the provision of this bill which would authorize 
the payment of supplementary benefits to “all” unemployed in the 
State whenever the Governor certifies and the Secretary of Labor finds 
that in “certain labor-market areas” of the State there is substantial 
unemployment is particularly objectionable. Especially is this so 
when we consider that today there are approximately 60 million people 
employed in the United States, many of whom are from that fringe 
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labor supply who do not intend to work permanently and who will 
retire from the labor market when the demands upon our productive 
capacity, as a result of changed national or international situations, 
are lessened in any degree. ‘The Department of Commerce on March 
31, 1952, reported that during the month of March 520,000 persons, 
mostly women, withdrew from the civilian labor force which is made 
up of persons holding jobs or looking for them. Shouid such volun- 
tary unemployment be the basis for qualifying for supplemental Fed- 
eral benefits? 

Furthermore, while this bill was apparently designed to take care 
of unemployment situations arising out of the defense emergency, it 
is conceivable that a strike in a large basic industry could so cripple 
production in related industries as to bring about substantial unem- 
ployment in certain labor-market areas, thus qualifying an entire 
State for supplementary Federal benefits although defense emergency 
dislocations had absolutely nothing to do with causing the unem- 
ployment. 

In this same report the Department states that unemployment in 
March was at its lowest point for any March since World War II. 
Such a report would hardly seem to accentuate the need for supple- 
mentary benefits contemplated by the Dingell bill. We hope that the 
committee will not look with favor on this proposal to federalize our 
unemployment compensation system. 

H. R. 3391 by Congressman Aime J. Forand, of Rhode Island: 
This bill would extend unemployment insurance coverage to employers 
with one or more employees. Section 8 of the Mills bill, H. R. 4133, 
would do the same. Federal law at the present time brings employers 
of eight or more within the coverage of this program. Some States 
have enacted legislation to cover employers of three or more, or even 
one or more, as proposed in this bill. We believe that the determina- 
tion of coverage should be left to each individual State. Each State 
is in a better position to determine, after considering problems in- 
volving continuity of employment, casual labor, seasonal operations, 
and administrative work and costs involved, the feasibility of cover- 
ing employers of less than eight employees. This is not a subject for 
Federal legislation but should be handled on a State-by-State basis. 
We therefore oppose HH. R. 3391 and the provision of H. R. 4133 which 
is intended to accomplish the same result. 

H. R. 4133 by Congressman Wilbur D. Mills, of Arkansas: This 
bill, introduced by Representative Wilbur D. Mills, of Arkansas, on 
May 16, 1951, provides for the earmarking of the revenue produced 
by the three-tenths of 1 percent tax on payrolls under the Federal 
Unemployment Tax Act for unemployment compensation purposes. 
Before proceeding to a statement of our position on this proposal we 
believe it appropriate to comment on background information. 

While the Federal Unemployment Tax Act establishes a 5-percent 
payroll tax, the act provides that a 90-percent credit shall be given to 
employers for payments made under State unemployment compensa- 
tion laws. The balance of 10 percent, which amounts to a three-tenths 
of 1 percent tax, is paid by all employers to the Federal Government. 
Since the initiation of the unemployment compensation system, the 
Federal Government has collected $1,400,000,000 more under this 
three-tenths of 1 percent tax than it has returned to the States for the 
administration of their unemployment and employment service pro- 
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grams. For example, employers in Missouri during the last 14 years 
have paid $52,764,000 in unemployment taxes to the Federal Govern- 
ment. There has been returned to Missouri for purposes of adminis- 
tering the Missouri employment security law only 48 percent of the 
amount collected, or $25,306,000. For the fiscal year ending June 30, 
1951, Missouri employers paid to the Federal Government $6,359,000. 
Of this total, 47.8 percent, or $3,041,593, was returned to the Division 
of Employment Security for administrative purposes. Some States of 
course have fared better than Missouri. As a matter of fact, some 11 
States have had returned to them more than 100 percent of the amount 
collected from employers in those States. The national average of 
the amount returned to the States since 1937 is about 57 percent. 

We have believed, and still believe, that the Congress should enact 
legislation to provide a 100 percent tax credit to employers for pay- 
ments made under State unemployment compensation laws so that 
ach State individually could finance the administration of its own 
law, using any excess collection for the purpose of increasing the bene- 
fit reserve account. If a 100 percent tax offset credit provision were 
enacted, these 11 States which Sows received back more than they paid 
in under the three-tenths of 1 percent Federal tax could, according to 
figures compiled by the Department of Labor, by increasing their tax 
by about one-tenth of 1 percent finance their own programs. This 
would seem to be a small price to pay for complete autonomy and com- 
plete independence of Federal purse-string control. 

While we do not abandon this principle of the 100 percent offset 
credit, we subscribe to and endorse the principle of the Mills bill, H. R. 
4133, because it is a step in the right direction. 

Under the Mills bil? the three-tenths of 1 percent. tax would be ear- 
marked for the purpose of the unemployment compensation program 
instead of being, as it is now, simply a three-tenths of 1 percent excise 
tax. After making appropriations to the States for administrative 
purposes, it is proposed that the balance be set aside for the following 
purposes : 20 percent of the balance would be used to establish an un- 
derwriting fund similar to the George loan fund which expired on 
December 31, 1951; the balance of 80 percent would be redistributed 
to the States on a proportionate basis so that the States receiving this 
money could, as authorized by their State legislatures, provide addi- 
tional moneys for administrative purposes or place these funds into 
the reserve benefit account where they could be used for the purpose of 
paying benefits. We believe that each State is capable of determining 
through its administrative and legislative processes how this refunc 
of taxes collected from employers in that State could be best utilized. 

Inasmuch as the States’ benefit reserve funds exceed $7 billion, as 
commented on previously, we believe that the earmarking of the 20 per- 
cent for repayable loan purposes to States which are temporarily at sk 
of funds would be adequate. We hope that the committee will Iook 
favorably upon the Mills bill and will keep in mind the ultimate need 
of enacting a 100 percent offset provision which would enable each 
State to stand entirely on its own feet. 

Although I have not had an opportunity to read the record, I have 
seen a press report of Secretary of Labor Tobin’s testimony before this 
committee on April 1. It is reported that the Secretary of Labor op- 
posed the Mills bill because the proposed distribution back to the States 
of the excess of Federal collections from the unemployment compensa- 
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tion tax “violates the fundamental principle that the Congress shall 
control the purse strings of the United States Treasury.” Accepting 
this statement of principle at face value, that is exactly what Congress 
would be doing by enacting this mill. The only change from existing 
practice would be that after turning ~ of the purse over to the Sec- 
retary of Labor to disburse the funds to the States according to the 
Department’s rules, regulations, and formulas, the balance in the purse 
would be turned back to the States from which it was collected to 
disburse according to their own rules, regulations, and formulas. 

This statement, however, needs to be examined in connection with a 
further statement of the Secretary in which he said: 

The fact that these funds conld be used by the States without regard to Federal 
fiscal controls would aggravate the violation of this principle. Moreover, H. R. 
4133 even fails to make provision for State legislative or budgetary controls over 
the distributed excess. 

First of all, let us consider another fundamental fact, lest it be over- 
looked or forgotten. The United States Treasury is not a source of 
wealth. The United States Treasury is only a temporary depositary 
for tax moneys collected from the people. In this instance the United 
States Treasury is a depositary for tax moneys collected from employ- 
ers for unemployment compensation purposes. What then is so sacred 
about Federal fiscal controls that a proportionate partial return to 
the States of tax moneys collected from employers in those States 
would violate Federal principles? 

Furthermore, why should it be necessary for H. R. 4133 to provide 
what legislative or budgetary controls the States should set up? Are 
the States so incapable of managing their affairs! Some States m:an- 
aged their own affairs even before the United States Government was 
founded. And even today there are still many functions of State 
government which are handled without directives from Washington. 
That the States have not done too badly in handling fiscal matters may 
also be attested by the fact that the cumulative debt of all 48 State 
governments is less than 2 percent of the $258 billion debt of the 
Federal Government. 

It has undoubtedly been pointed out or will be pointed out that the 
solvency of the Rhode Island program is at present in danger. Sta- 
tistics before me indicate that in 1951 Rhode Island paid out in benefits 
$17,408,000 while collecting only $16,588,000 in taxes. This record 
was compiled in a year in which employment was the highest that 
it has ever been in the history of this Nation. We believe it is proper 
if an emergency threatens the State of Rhode Island at the present 
time for provisions to be made as are proposed in the Mills bill for 
Rhode Island to obtain a temporary repayable loan to tide it through 
the emergency. Ona long-term proposition, however, it would seem to 
be obvious that Rhode Island needs to examine its program, either 
with a view toward increasing its taxes on employers, which are al- 
ready the highest in the Nation, or tightening up its law through ad- 
ministrative or legislative changes. This is a question for Rhode 
Island to decide. I do not know what needs to be done; I know enly 
that Rhode Island was the only jurisdiction out of 51 with unemploy- 
ment compensation laws which paid out more in benefits in 1951 than 
it collected in taxes. 1 also know that in Missouri in 1951 less than 
45 percent of the amount collected in taxes was paid out in benefits. 
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And in some States the record is better than that. Furthermore, em- 
ployers in Missouri in 1952 will enjoy an approximate average 50 per- 
cent reduction in their tax rates while the solvency of the Missouri 
reserve fund remains beyond questioning, totaling as of March 31, 
1952, the sum of $214,649,527. 

At this point I should like to add that according to news stories in 
the St. Louis newspapers last week, Gov. Forrest Smith of Mis- 
souri has written all members of the Missouri delegation in Congress 
urging their support of H. R. 4133, except for the one provision to 
cover employers of one or more. The positions of the Governor and 
Associated Industries of Missouri are therefore identical. We hope 
the committee will act favorably on this bill. 

H. R. 6954 (by Congressman Aime J. Forand of Rhode Island) : 
Having stated our acceptance and approval of the Mills proposal for 
the establishment of a repayable loan fund, we wish to go on record 
as being opposed to H. R. 6954 which would provide outright Federal 
grants to States whose unemployment compensation funds are de- 
pressed. As pointed out above, Rhode Island under the Mills pro- 
posal could obtain an emergency loan to tide it over its present situa- 
tion. However, an outright grant, as proposed in H. R. 6954, is an 
outright invitation to irresponsible and indiscriminate use of tax 
money collected from employers. A proposal whieh invites a State 
to spend without political responsibility to its heart’s content as long 
as it levies a payroll tax of 2.7 percent, and rely upon the Federal Gov- 
ernment to bail it out with gifts of tax money collected from employers 
in other States can lead to but one result, which is Federal control of 
the entire system. There is yet to be devised a Federal grant-in-aid 
program which is not accompanied by Federal control. 

Spoon-feeding of babes-in-arms may be justified. But spoon-feed- 
ing of a State, which as one of the Thirteen Original Colonies declared 
its independence of its mother nation for reasons among others that 
it objected to taxation without representation, is incongruous and in- 
conceivable. 

We urge the committee to reject H. R. 6954 and to approve instead 
the principles of H. R. 4133 on this issue. 

Mr. Foranp. Does that conclude your statement ? 

Mr. Krauss. Yes. 

Mr. Foranp. I notice on page 7 of your statement reference to cover- 
ing employers of less than eight employees. 

Mr. Krauss. Yes. 

Mr. Foranp. You are aware of the fact, I am sure, that many of the 
States already have that type of law, and many other States have 
clauses in their law providing that automatically it will be adopted 
when the Federal law is changed. 

Mr. Krauss. Yes, Iam aware of that, Mr. Chairman, and I refer to 
that, as a matter of fact, in this statement, that some States have 
covered two or three or more. 

Mr. Foranp. Could you furnish the committee with information, 
that is, do you have it now, as to how many States, because of some 
constitutional provisions, are prevented from borrowing money up to 
and above a certain sum # 

Mr. Krauss. I do not have that information. It could be provided. 

Mr. Foranp. That question has arisen several times during the 
course of the hearings, and I am sure it would be very helpful to the 
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committee if someone here can supply the information. Of course, 
we can get it, but if someone here has it and will furnish it for the 
record, it would be most helpful, because I understand there are several 
ae that are in the category where actually they cannot accept a 
oan. 

Mr. Krauss. I do not have the figures, but I am sure they can be 
obtained. 

Mr. Foranp. Yes; I am sure they can be obtained, and if you do not 
have them, that is all right; we will procure them. 

Mr. Krauss. Thank you very much, Mr. Chairman. 

Mr. Foranp. May I invite your attention to the testimony that was 
given on Friday last by the Governor of Rhode Island and the State 
administrator of this program, where, I believe, you will find the 
answer to the particular matter discussed on page 13 of your state- 
ment. 

Mr. Krauss. I have not seen it as yet. 

Mr. Foranp. That is why I am calling it to your attention. 

Mr. Krauss. As has been observed previously, there are witnesses 
here from the Associated Industries of Rhode Island who un- 
doubtedly know about the Rhode Island situation, and as I have ad- 
mitted here, I do not, except the figures show that Rhode Island was 
the only State which spent more money last year than it took in. 

Mr. Foranp. I am sure you will be interested in looking over the 
testimony of the Governor and the administrator. 

Mr. Krauss. I have already obtained a copy of the statements of 
the Governor and the administrator so that I might read them. 

Mr. Harrison. It might be noted that Rhode Island is one State 
that had difliculty in making up its mind on this subject. 

Mr. Foranp. Which subject does the gentleman from Virginia 
refer to? 

Mr. Harrison. In joining the States. 

Mr. Foranp. Not in declaring its independence from England. 
It was 2 months ahead of the others. 

Mr. Harrison. But after Virginia on that. 

Mr. Foranp. Thank you very much for your statement, Mr. Krauss. 

Mr. Krauss. Thank you. 

Mr. Foranp. Our next witness on the calendar is Mr. Willis H. 
Hall. Will you give your full name and the capacity in which you 
appear, for the record, Mr. Hall? 


STATEMENT OF WILLIS H. HALL, SECRETARY, DETROIT BOARD 
OF COMMERCE 


Mr. Haut. Mr. Chairman, my name is Willis H. Hall, I am secre- 
tary to the Detroit Board of Commerce. 

First, may I express my PsP for the opportunity to take 
some of the limited time of the committee, every member of which I 
know is busy with other matters. 

The Detroit Board of Commerce is a commercial association having 
over 6,000 individual members representing business, industry, trade, 
commerce, and the professions in the Detroit metropolitan area. Its 
membership includes the employers of the majority of the workers 
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in industry and business in the area. We opposed this legislation in 
a presentation made to the Senate Finance Committee on Wednesday, 
February 20, 1952. 

So that you may know something of my background and experience 
in connection with the problem before this committee, the following 
is a brief statement of my activities. 

In addition to being Secretary of the Detroit Board of Commerce 
I am a member of the labor management committee on manpower for 
the Detroit industrial area and a member of the Regional Wage Sta- 
bilization Board at Detroit. My principal activity during the past 
15 years has been in the industrial development of the Detroit area. 
During the war I had the privilege of serving on the area War Man- 
power Commission at Detroit, when we had both the problems of 
manpower surplus and critical shortages; the regional War Labor 
Board at Detroit and as an advisor, without compensation, to the 
Defense Plant Corporation, seeking to expediate the construction of 
defense plants in the early part of World War IL. 

Since the Detroit industrial area and the State of Michigan have 
been mentioned prominently in the discussions relative to the need for 
this legislation, it may be of help to the committee to briefly review 
the history of employment in the Detroit area from 1940 to date. In 
presenting this data on unemployment in the Detroit area, we are not 
trying to minimize the hardship upon the workers of any industrial 
area when they are out of work through no fault of their ewn. If pos- 
sible, the business people of Detroit resent the unemployment that has 
been forced on that area more than do the workers who are out of em- 
ployment. We recognize that full employment and good wages are 
the only source of a higher standard of living for the people of Amer- 
ica. Everybody at Detroit, workers and employers, want jobs, not 
Federal subsidy for the unemployed. During 1940, a period that many 
people believed to be a relatively good yeay, industrial employment in 
the Detroit area totaled 424,000 people. Oneciplovinet at that time 
amounted to 143,000 workers. Then came Pearl Harbor and the con- 
version to war. Some of you will recall that in the spring of 1942 
there was a tremendous cry from the State of Michigan that we would 
have 300,000 workers unemployed. There was an appeal to the Con- 
gress to appropriate $300 million to take care of conversion unemploy- 
ment in the Detroit and Michigan areas. 

The resources of the Michigan Unemployment Compensation Fund 
were adequate to meet the unemployment problem of Michigan during 
that critical conversion period. During the war industrial employ- 
ment in Detroit reached a peak of 852,000 workers. But at the same 
time we had this peak of wartime employment we still had 22,000 
workers unemployed. 

At the end of the war we had the enormous problem of conversion 
back to peacetime erase Again there were scare headlines fore- 
casting the unemployment of hundreds of thousands of wartime work- 


ers indefinitely into the future. Another appeal was made to Con- 
gress to provide millions of dollars of supplemental benefits from the 
Federal Treasury to take care of conversion unemployment. That 
appeal came from the same forces that are here seeking to tap the 
Federal Treasury with H. R. 6174. 
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Again the resources of the Michigan unemployment compensation 
fund were adequate to meet the unemployment problem during the 
i conversion operation from war to peace production in the 

istory of this Nation. 

Employment in 1946 dropped from the wartime peak of 852,000 to 
490,000. In January of 1947, employment rose to 610,000. At that 
time, January 1947, a perfectly normal postwar year, we had 73,000 
workers unemployed in the Detroit area. In January of 1948 we had 
645,000 people at work and 48,000 unemployed. In January of 1949 we 
had 629,000 people working and 62,000 unemployed. In January of 
1950, before Korea, we had 630,000 at work and 88,000 unemployed. 
Many folks thought January 1950 was a boomtime period. 

The January 23, 1950, issue of the Detroiter, the weekly publication 
of the Detroit Board of Commerce, discussed the economic condition 
of Detroit as follows: “Detroit industry starts 1950 at high level. 
Industrial activity of the Detroit area is currently higher than ever 
before at this time of the year. Industrial power consumption, auto- 
mobile output, and building are each at seasonal peak. Factory em- 

loyment data later than December 31 are not available, but sharply 

alling unemployment compensation claims over past 2 weeks indicate 
near-peak employment at present. Local steel-ingot operations are at 
all-time high.” 

Then came Korea, and there was an immediate purchasing bulge 
across the Nation which hit the automobile and other industries. 
Everywhere throughout America, people remembered the elimination 
of automobile production during World War II and they were fear- 
ful that it might become difficult to obtain a new car in 1951 or 1952. 
There was a rush to buy automobiles and all types of manufactured 
items. Employment in Detroit rose from 630,000 in January of 1950 
to 727.000 in October, an increase of 97,000 workers in 10 months. 
But at that peak of employment in October we had 28,000 people 
unemployed. 

It is important to understand this employment bulge to measure 
whether or not the entire impact of unemployment at Detroit and in 
Michigan today is the impact of defense production. Actually, on 
January 1, 1952, we had 635,000 people at work which compares with 
630,000 in January of 1950. Manufacturing employment on March 
31 is estimated at 641,000. 

In order that the committee may have a clear understanding of the 
Detroit situation we have tabulated from the actual records of the 
Michigan Employment Security Commission, the figures on total 
nonfarm work force, unemployment, and employment in manufac- 
turing industry for the 36-month period from January 1, 1949, to 
January 1, 1952. The average unemployment during this entire pe- 
riod which included 18 months before Korea and 18 months after 
Korea amounted to 80,700 workers per month. Preliminary esti- 
mates for March 1952 by the Michigan Employment Security Com- 
mission, indicate that unemployment in the Detroit area was 85,000 
compared with 107,000 in January and 102,000 on February 15. The 
tabulation follows: 
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Tabulation nonfarm labor force, unemployment and manufacturing employment 
Detroit metropolitan area by months for 1949-51 

















{In thousands] 
| M M 
| Nonfarm} Unem- | ,~)20U- || | Nonfarm} Unem- am 
Date labor | ploy- | —— Date | labor ploy- — ing 
| force | ment | —— | force | ment --¥ 
1949 | | | 1950—Con. | | 
i } | 
January - -. ‘ 1, 341 62.0 | 629.0 || November___...___| 1, 453 42.0 711.0 
February .. pall 1, 343 83.0 | 618.0 | December. .__- | 1, 468 67.0 | 695.0 
March me 92.0 | 612.0 || 
April. __. seakl 1,34 92.0 | 597.0 |; 1951 | 
May...._.. 1,343) 1106.0 520.0 | 
June 2 } 1,344 | 91.0 | 697.0 |} January. ......... 1, 469 | 76.0 | 705.0 
, Dee : 1,350 96.0 691.0 || February__-.... | 1, 465 65.0 | 718.0 
August ___ | 2355/ 9020/ 612.0|' March ....-| 1,450} 51.0 | 722.0 
September 1, 358 75.0 | 619.0 | April : 1, 458 | 46.0 724.0 
October ___ 1, 356 84.0 | 596.0 || May.___- 1, 456 58.0 | 713.0 
November 1,361 | 2149.0 550.0 || June. 1, 454 63.0 | 705. 0 
December. ...___.. 1, 369 2127.0 iP, see 1, 455 | 83.0 681.0 
| | Qo 1,456 | 87.0 | 675.0 
1950 | || September........_} 1, 452 | a0 0 670.0 
| ' ST 1, 445 | 94.0 654. 0 
te 1, 364 | 88.0 630.0 || November-._-_._. 1445 / 103.0 | 644.0 
February... ....- 1,370 4127.0) 522.0 December. __.... 1, 446 | 121.0 | 619.0 
March. 1,374 3124.0 531.0 3-year average a 80. 7 643.6 
ctiecibebiacee 1,391 9115.0 539.0 
May.... 1, 403 63.0 668. 0 1952 
June... 1, 426 48.0 695. 0 | 
| “Sera 1, 424 45.0 606.0 || January........... 1, 433 107.0 | 635.0 
August... 1, 426 42.0 697.0 ORCI Te cctannace 1,424 | 102.0 | 636.0 
September _____.. 1, 436 35.0} 707.0 || March............. 1, 416 85.0 | 641.0 
RS 1, 449 28.0 | 727.0 | | 





1 Ford strike. 

2 Steel strike. 

*Chrysler strike. 

Norte.— Workers on strike are not included in the unemployed totals. Workers unemployed because 
of strikes in other establishments are tabulated as unemployed. 


Source: Michigan Unemployment Compensation Commission, 


While the actual unemployment in the Detroit area today is only 
4,000 above the 36-month average from January 1949 to January 1950, 
we find considerable dislocation of employment within the automobile 
industry. We have tabulated from the records of the Michigan Em- 
ployment Security Commission, employment by types of manufac- 
turing industry in the Detroit area on January 1950 and January 
1952. While the total employment in January 1952 was 5,000 above 
January 1950, we find that employment in motor vehicle and fabri- 
cated metal, which is largely the automotive-parts industry, in Jan- 
uary 1952 was 39,000 below j anuary 1950 which was pre-Korea. All 
other manufacturing employment in the Detroit area on January 
1952 was 44,000 above total employment in January 1950. This tabu- 
lation clearly shows the discrimination against the workers in the 
automobile industry in Detroit through the allocation of critical 
materials for the manufacture of automobiles. This tabulation points 
up the employment problem in Detroit and Michigan. It spotlights 
the position taken by representatives of Michigan industry that if 
a fair share of the total materials available for civilian production 
were allocated to the automobile industry, we would have no problem 
in employment. We at Detroit have been convinced that there would 
be no detrimental impact on defense production if the Government 
allocated sufficient steel, copper, and aluminum to the automobile 
industry to produce 1.100.000 automobiles in the second quarter of 
1952. This has been our plea for months. 
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Employers, employees, and governmental officials, united have 
urged Washington to take a constructive me to this problem. 
For over a year Detroit industry has been advising Washington ofli- 
cials that production of civilian goods was being cut back more rap- 
idly than materials could be absorbed in defense production. Last 
fall when it appeared that defense officials in Washington would con- 
tinue to insist on further cut-backs of civilian production in the auto 
industry, we explored a number of possibilities to keep people at 
work. These included efforts to break the machine-tool bottleneck ; 
bring more subcontracting into the Detroit area; the allocation of 
defense items to the Detroit area that could be placed into ateearger 
with a miaimum amount of tooling-up time; and the development of 
a construction program requiring the minimum amount of critical 
materials. 

This was the constructive approach to an area problem. We were 
certain that it would not be in the best interests of the national econ- 
omy or defense production to have large numbers of Detroit workers 
reduced to unemployment compensation even with a Federal dole. 
There are a number of defense areas throughout the country that 
need manpower. ‘To attempt to maintain any sizeable number of 
workers in areas of unemployment on Federal subsidy when they 
can be rendering essential service to their country in defense pro- 
duction is both uneconomical and un-American. The workers them- 
selves would be the first to ery out against such waste of our national 
resources, 

Within the past month the Defense Production Administration in 
Washington has found suflicient supplies of materials to authorize 
increased quotas of automobile production for the second quarter of 
1952. Current estimates of supply and demand indicate an even 
larger production quota for the third and fourth quarters of 1952 
with the possibility that production controls can be removed entirely 
by the end of this year. 

As a result of the allocation of these materials, employment in the 
Detroit area and throughout the State of Michigan is on the upgrade. 
The work of many people, both in private and public life, in attempt- 
ing to find the solution to the material bottlenecks is greatly appre- 
ciated by the people of Detroit and Michigan. Employment rather 
than a Federal dole has been chosen as the solution. . 











412 UNEMPLOYMENT INSURANCE 


Comparison of employment in manufacturing industries, Detroit metropolitan 
area 


(Source: Michigan Employment Security Commission] 























! 
Industry January 1950 | January 1952 | Plus or minus 

| 
OE emia iting-n phan pidininaammaapneedepaihiniiinngupedunniiild 21, 000 23, 000 +2, 000 
, SA ALL RS ee LS CL RE OL TPAD te | 5, 000 pe gg nee 
I  iclaiiclnn danidnnsuwt 2 eee | 3, 000 faa 
ESE LOPLI ES n nial spunoctbinesamil 3, 000 4, 000 +1, 000 
Paper wbetescte $0sdoneseusiscesedbsdocsnees Séscenbeese 6, O90 7,000 +1, 000 
EE a ees: eee ee Le 14, 000 14, 000 |.....- 2 
Chemical petroleum, coal. ...........- apamiticnionegdaneeee 20, 600 22, 000 +2, 000 
Primary metal ee eres 38, 000 42, 000 +4, 000 
Fabricated products ithdiindidematattthbaiineeiee 68, 000 63, 000 —5, 000 
Machinery (except electrical) __...................-......... a 55, 000 78, 000, +23, 000 
OS REIS Pi TE TEE: FE Me ETE TS "| 6, 000 7,000 +1, 000 
Motor vehicles ~°- SBE LaEt 360, 000 326, 000 —34, 000 
Other transport equipment. -. ‘ a sages euieere 2, 000 3, 000 +1, 000 
Other manufacturing -.-.....-- . bisqaecessueuue te 29, 000 38, 000 +9, 000 
es a ee upeeeesans edbeeosecandsoces 630, 000 635, 000 +5, 000 








Note.—January 1952, motor vehicle and fabricated metal employment is 39,000 below January 1, 1950, 
pre-Korea, All other manufacturing employment on January 1, 1952 was 44,000 above January 1, 1950, 
pre- Korea. 


Manufacturing employment in the State of Michigan in March 
1952, estimated at 1,087,000 was 20,000 over the 3-year 1949-51 average. 
Total unemployment for the State was estimated at 145,000 which was 
2,700 under the 1949-51 average. Tabulation of the labor force, un- 
employment, and manufacturing employment from records of the 
Michigan Employment Service for the State from January 1949 to 
date is attached. 

Employment nationally is near the postwar peak. Unemployment 
in March reached a postwar low of 2.9 percent of our civilian labor 
force. 

This situation is known to all who seek the facts. Yet in the face 

of these conditions the proponents of the Moody-Dingell bill neglect 
or refuse to take the forthright position that the facts warrant and 
ask for the withdrawal of this proposed raid on the Federal Treas- 
ury. 
Their failure to act would seem to indicate that there is something 
more involved here than the announced purpose of the bill. The testi- 
mony of the sponsors of this bill before this committee including the 
Secretary of Labor and the several CIO unions reveal the real purpose 
of this legislation. They want Federal control of the State’s systems 
and Federal subsidy for all unemployed. 

No one knows what the cost of this proposal will be. It is variously 
estimated from $750 million to over $1 billion. The Federal debt, the 
current Federal deficit and the Federal tax bill have reached such stag- 

ering proportions that it is having a serious impact on all Americans. 
Ve are convinced that the people of America would vote overwhelm- 
ingly for jobs—not Federal doles. 

Detroit and the State of Michigan have demonstrated their ability 
to meet the needs of the unemployed in Michigan during two great 
national emergencies without any help or assistance from the Federal 
Government. At the present time the State of Michigan has a reserve 
in its unemployment fund account of nearly $350 million. The re- 
serves of the several States in unemployment insurance funds with 
the Federal Treasury are about $8 billion. When you consider the fact 
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that the Federal Treasury is in debt in excess of one-quarter trillion 
dollars, it is difficult to understand how any person having the best 
interests of Federal solvency in mind can advocate this unnecessary 
additional appropriation from the Federal taxpayers. We submit 
herewith a tabulation of the payments into the Michigan Unemploy- 
ment Fund, the payments paid to unemployed and the reserve remain- 
ing on hand to meet present and future needs. The Michigan fund 
is in better financial condition today than at any time since the enact- 
ment of unemployment insurance legislation. 

From the beginning of Federal legislation in the field of unemploy- 
ment insurance there has been a continuing effort on the part of some 
governmental officials and other individuals and groups to federalize 
our system of State unemployment funds. The Congress very wisely 
determined that unemployment insurance was a matter to be regulated 
by the several States. We believe that was a wise and just decision. 
The people at the local level in the several States are best able to deter- 
mine the kind and type of an unemployment insurance program that 
meets their particular problems. 

Even though it is vigorously denied by some of the proponents of 
this legislation we cannot escape the conviction that this proposal is 
but an opening wedge in an attempt to federalize our State unemploy- 
ment insurance laws. We are opposed to the invasion of the Federal 
Government into the rights of the States to determine for themselves 
at the local level, what best meets the needs of the people in the several 
States. 


Tabulation labor force, unemployment and manufacturing employment, 
enon, by months for 1949-51 


i 


Total Un- | Manufac- | Tots ™n- Manufac- 
labor employ- | turing em- | Date ib employ- | turing em- 
ployment | | force ment ployment 


| 1950—Con. 


602.500 | 141. 600 | , 043, 300 November. .- 
600, 3 180, 000 , 016, 600 || December 
603, 2 196, 000 | , 004, 000 |] 

H?, 3K 196, 900 979, 100 |} 1951 

599, 2 ; 2 210,100 | 8906, 800 | 

606, 3 198, 400 | 978, 500 |} January = 
620, 500 | 204, 200 | 981, 100 February -. -- 
624, 195, 500 | 994,000 |} March... 

623. 6 | 17, 500 | , 006, 800 April 


January 
February 
March....- 
April 
May 
June 
July 
August 
September 
October --| 2,622,5 74, 100 @89, 700 || May 
November_....| 2, 624, | 2 259, 600 921, 700 June 
December | 2, 635, 2 231, 300 949,800 || July 
|| August , 
1950 | | September 
|! October 
, 021,000 || November 
918, 000 || December 
933, 000 HH 3-year 
949, 000 | average _. 
| 
| 
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January 
February 
March... 
April 
May.... 
June... 
July 
August 
September 
October 


_ 


, 090, 000 
. 130, 000 |} 
. 141, 000 
, 152,000 || January .-..-.-. 2, 735, ¢ 72, , 077, 000 
d , 173, 000 February -.--. 2, 725, vi, , 079, 000 
749,000 | 55,( , 194,000 |} March 4.0... -|.-- 2-2. 5, , 087, 000 


1952 


forego soposs pone nr 





1 Ford strike. 2 Steel strike. 3 Chrysler strike. 4 Estimate. 

Note.— Workers on strike are not included in the unemployed totals. Workers unemployed because 
of strikes in other establishments are tabulated as unemployed. 

Source: Michigan Employment Service. 
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Michigan unemployment compensation fund, contributions, payments, and 




















balances 
Year | so Interest Total income Paid out Balance 
1937-39... enact : ‘a - $123, 548, 180.39 | $77, 016, 753. 43 $46, 531, 426. 96 
Mb becelindiaives ..| $50, 870,923.45 | $1,349, 567.50 52, 420, 490. 05 27, 191, 491. 63 69, 628, 940. 64 
aS --| 67, 537,384. 68 | 2, 131, 530. 57 69, 668, 915. 25 15, 316, 184. 70 123, 981, 671. 19 
. Seger 57, 149, 742. 87 2, 997, 128. 18 60, 146, 871. 05 , 052, 428. 40 148, 176, 113. 84 
Ss Sen .| 62,806,826.58 | 3,391, 913.80 66, 198, 740. 38 3, 218, 934. 75 206, 155, 919. 47 
1944....-.. —_ | 853, 576,037.05 | 4, 175, 314. 27 57, 751, 351. 32 6, 163, 978. 89 257, 743, 291. 90 
1945. GP etge 73 62, 179, 962. 10 5, 104, 367. 79 67, 284, 329. 89 77, 228, 381. 23 247, 799, 240. 56 
eer 39, 437, 347. 50 4,381, 177. 77 43, 818, 525. 27 79, 219, 620. 86 212, 308, 144. 97 
1947. AO, 656, 845. 92 4, 212, O58. 42 63, 868, 904. 34 33, , 713. 59 242, 758, 335. 72 
1948. | 77,976, 899.35 5, 242, 799. 83 83, 219, 699. 18 34, 342, 022. 70 291, 636, 012. 20 
1949... “ | 7S, 261, 198. 40 6, 347, 799. 57 84, 608, 997. 97 80, 782, 986. 81 295, 482, 023. 26 
1950. __.. es -...---| 683, 156, 824. 61 6, 351, 825. 09 69, 508, 649, 70 48, 812, 573. 53 316, 158, 099. 48 
ts dliiaadaccanndinesed.t ae 7, 098, 994. 87 85, 862, 102. 37 47, 119, 684. 19 354, 900, 517.65 


j 


If the people are dissatisfied in any State they have the right and the 
opportunity of correcting that problem through the exercise of their 
ballots in electing State legislators this year. The legislature of the 
State of Michigan is at this time considering legislation to extend the 
number of benefit weeks for the unemployed from 20 to 26. The CIO- 
Democratic representatives in the Michigan Legislature are opposing 
this legislation because it also includes a section that will give Mich- 
igan employers, with a record of providing steady work, a reduction in 
their contributions to the unemployment fund. The average weekly 
benefit check to Michigan unemployed is the highest in the Nation. 

Benefit payments have kept pace with the percentage increase in the 
cost of living. We believe that the people of the State of Michigan and 
the Michigan Legislature which is the agent of the people, are qualified 
to determine the answer to these problems. 

We hope that your committee and the Congress will reject this 
invasion of the rights of the States as pronosed in H. R. 6174. 

Now, with the permission of the chairman, I would like to distribute 
to the members of the committee the February 1952 issue of Labor 
Market Letter. 

I would like to call your attention, Mr. Chairman, to a tabulation 
on page 5. 

Mr. Foranp. Page 5 of this document ? 

Mr. Hau. Yes, of the Detroit Labor Market Letter of February, 
1952. 

Following our testimony before the Senate Committee considering 
the Moody bill, which created considerable discussion in the State of 
Michigan and the Detroit area, the Michigan Employment Security 
Commission instructed their staff to make a tabulation indicating the 
composition of unemployment in the Detroit area, and on page 5 here 
you will find that total unemployment was 107,000 workers. They 
made a breakdown to find out just who constitutes the unemployed in 
the Detroit area. Five thousand four hundred of them were new 
entrants, never had a job in that area or were reentrants into the labor 
market. Twelve thousand of them were unemployed from noncovered 
industries. Nine thousand three hundred were unemployed from 
covered industries who did not file claims. It is a strange situation, 
that 9,300 people could be unemployed but not even file a claim for 
compensation in Detroit. 
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Mr. Foranp. May I assume that is the group that you referred to as 
leaving the labor market ¢ 

Mr. Hatu. Yes, migrating to other areas. Detroit is a very mobile 
labor area. When the word goes out around the country that the auto- 
mobile industry is building up, unemployed people come from every 
State in the Union. They get on Greyhound busses, or get in their 
cars, With their tool boxes and head for Detroit. They get a room or 
an apartment and they go to work, and thousands of them, when they 
are laid off head for home or head for other labor areas where they 
hear that there are jobs waiting for them. 

Another part of this group was 8,400 people, claimants who were 
denied unemployment insurance because of insuilicient wage credits. 
Those are the group of people in the labor areas who work when there 
isa lot of work. ‘They are housewives and others who came into the 
labor market in the fall of 1950 and the spring of 1951, and who 
who then go back to housekeeping when laid off. It is a sort of 
continual part-time occupation for them. Those 8,400 had not. 
worked enough to qualify for unemployment insurance. 

Five thousand five hundred of them were disqualified because 
of circumstances connected with their separation from their jobs. 

Then we come to the claimants who have exhausted their benefit 
rights without being reemployed. There were 8,900 of those people. 

Then we get down to the 57,000 people who are drawing unemploy- 
ment insurance, 

As to the 8,900 claimants who have exhausted their benefit rights 
without being reemploved we wanted to get more up-to-date infor- 
mation, and have recently surveyed all of the large employers in the 
Detroit area asking them this question: How many people do you have 
unemployed who are still on your seniority rolls. The total, including 
all of the automobile manufacturers and all of the large automobile 
parts manufacturers was less than 25,000 people unemployed in the 
Detroit area who have seniority in a plant where they have worked. 

One amazing thing developed from that survey. One company that 
laid off 11,500 workers last year when they cut down automobile pro- 
duction, increased their automobile production this spring, and they 
concluded that they needed 4,300 workers to add to their labor force 
in the month of March. They called back the entire 11,500 workers 
who were on their seniority rolls, who had jobs standing, and who 
would have had pension benefits if they had come back to work and 
other benefits. Out of the 11,500 workers on their seniority rolls, 
3,500 showed up. Eight thousand of them had gone either to an en- 
tirely different labor market, or had gone to other jobs in the area, or 
jobs in many other areas of the United States. This question of the 
number of people who have exhausted their benefits is an unknown 
quantity. 

Mr. Foranp. Yes. 

Mr. Hauu. Because of the mobility of the Detroit labor force. 

Many are workers who, because of their experience, can get a job 
almost any place in the United States where there are jobs available, 
and rather than wait after exhausting their benefits they go out and 
get another job. 

That completes the discussion, Mr. Chairman, as to H. R. 6174. 

I would like, Mr. Chairman, with the permission of the committee, 
to put into the record at this point the transcript of my testimony 
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before the Senate Finance Committee, because there has been intro- 
duced into this record by Mr. Mazey, of Detroit, here last week, and 
by Mr. Tom Downs, of the Michigan Employment Security Commis- 
sion, some comments as to what I testified before the Senate committee. 

In order that the record may be straight I would like to leave for 
the record the transcript of my testimony before the Senate Finance 
Committee. I thought you would be interested in it, and the members 
of the committee because of the controversy in the newspapers which 
was created by the labor people in Detroit over the question of average 
unemployment. We sent 8,000 copies of this transcript to every mem- 
ber of the board of commerce in Detroit, and many businessmen who 
are not members, asking them for their comment on this transcript. 
An amazing number of Tetters came back and in all of the letters they 
said that they agreed that there was no need for the Moody bill, and 
that there was no need for Federal subsidy of the unemployed in the 


State of Michigan. 
Mr. Foranp. Without objection that statement may be included 


in the record. 
(The matter referred to is as follows :) 


Derrorr Board oF COMMERCE, 
Detroit, Mich., February 26, 1952. 


A BASIS FOR CONTROVERSY? 


You can help by reading and commenting upon the attached transcript of 
Willis H. Hall's testimony before the Senate committee now considering Walter 
Reuther’s Moody-Dingell Federal dole proposal. 

We think it’s a good, unemotional, off-the-cuff revelation of a local situation 
that does not call for more hundreds of millions to be bled from already burdened 
taxpayers for the election-year pleasure of socialistic-minded Washington 
spenders. 

Perhaps you could have improved the phrasing here and there. Please tell us 
where and how. 

Sincerely, 
Harvey CAMPBELL. 


STATEMENT oF Wrinurs H. Harr, Secretary, Derrorr Boarp of COMMERCE 


The CHAIRMAN. Mr. Hall, will you identify yourself on the record, please? 

Mr. Hai. Mr. Chairman and gentlemen, my name is Willis H. Hall; I am 
secretary of the Detroit Board of Commerce. I serve also in the capacity of a 
member of the labor-management committee for the Detroit industrial area. I 
serve as an industry member on the regional wage stabilization board at Detroit. 

My principal activity during the past 15 years has been in the industrial de- 
velopment of the Detroit area, and during the war I had the privilege of serving 
on the regional war manpower commission at Detroit, when we had all of the 
problems of manpower shortages and surpluses, and also on the regional war 
labor board at Detroit. 

I will be very brief, Mr. Chairman. I think since the State of Michigan, and 
particularly the Detroit area, has been mentioned so prominently in the discus- 
sions relative to this bill that it might be of some help to the committee to very 
briefly review the history of employment in the Detroit industrial area, starting 
in 1940, before Pearl Harbor. We had at that time in March of 1940, 424,000 
people in industrial employment in the Detroit area, and at that same time 
we had 143,000 workers unemployed in the relatively good year of 1940. Then 
came Pear! Harbor and the conversion to war, and you will recall that in the 
spring of 1942 there was a tremendous cry from the State of Michigan that we 
would have 300,000 workers unemployed, and there was an appeal to the Con- 
gress to appropriate $300 million to take care of the conversion and unemploy- 
ment in the Detroit and Michigan area. We went through that unemployment 
and conversion period and relied solely on Michigan unemployment funds to 
provide the necessary relief for that period. During the war we approached 
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and reached a peak in industrial employment of 852,000 workers, but at the 
same time that we had that peak of 852,000 workers we still had 22,000 workers 
unemployed in the Detroit area. 

Then came the end of the war and reconversion back to peacetime production, 
and again you will recall that there was a great appeal to the Congress to pro- 
vide Federal legislation for supplemental benefits to take care of the conversion 
unemployment. Unemployment reached a substantial amount in the State of 
Michigan, but we reconverted back to peacetime production and the Michigan 
fund and the unemployment laws of the State of Michigan met the problem. 
I do not say they met it to the maximum that possibly everyone would have 
desired, but they did the job. 

Now we come down to pre-Korea. Employment in 1946 had dropped down to 
490,000 from that peak of 852,000, and we gradually increased employment. In 
January of 1947 employment was 610,000. At that time, in January 1947, a per- 
fectly normal or boom-time year in the minds of many, we had 73,000 workers 
unemployed in the Detroit area. In January of 1948 we had 645,000 people at 
work and 48,000 unemployed. In January of 1949 we had 629,000 people working 
and 62,000 unemployed. Then we come to January 1950, when we had 630,000 
at work and 88,000 unemployed, a pre-Korea normal peacetime year. 

The CHAIRMAN. That was January 1950? 

Mr. Hai. January 1950. Then came Korea, and there was an immediate 
purchasing bulge across the Nation, which hit the automobile industry with a 
double impact, because the people across the Nation had memories of no auto- 
mobile production in World War II and they were fearful of the possibility of 
no automobile production in 1951 and 1952, so there was an enormous increase 
in employment. From 630,000 in January 1950, employment rose to 727,000 in 
October of 1950. That was the peak, and that was an increase of about 90,000 
workers. 

Senator Kerr. In what period? 

Mr. Hatt. Ina period of 10 months. Still, at that peak, we had 28,000 people 
unemployed in the month of October. 

I think it is important to understand that employment bulge to measure 
whether or not this entire impact of unemployment at Detroit and in Michigan 
today is the impact of defense production. Actually, on January 1, 1952, we 
had 635,000 people at work, which compares with 630,000 in January of 1950. 
So we went up over the hump and we are back down now to the normal pre- 
Korean employment in the Detroit area, and we have, as of January 1952, 105,000 
unemployed. 

Now a portion of that 105,000 is normal unemployment. Another portion was 
due to automotive conversion, or model change-over which started in December 
and carried over into January, but we are back on the road of more employment 
in the automobile industry because of the completion of conversion. That is the 
reason you had some testimony this morning that the number of claims had been 
dropping. A part of the unemployment is due to the post-Christmas shopping 
lay-off, which is normal at this time of the year, which ranged around 15,000 
people in the retail trade and services that are normally unemployed at this 
time because of the season. 

Another phase of this hump that should be mentioned is the construction 
industry. In 1949 employment in the Detroit area in the construction industry 
was approximately 35,000 workers. It rose to 51,000 in the middle of 1951. 
In January it is down to 47,000, only slightly below the peak but materially 
above the pre-Korea peak. 

So if we look at this bill from the standpoint that it is a proposal to take 
care of the unemploved caused by the defense production we must, I think, give 
consideration to the fact that the employment peak of October 1950 was also 
employment caused by Korea, and as we return to normal (production of 1 
million autos per quarter is not normal) we have only the normal unemployment 
in the Detroit area, as demonstrated by this continuous record from 1940 down 
to the current time. 

True there are ups and downs in the volume of employment and unemploy- 
ment, but that is a condition that is traditional with Detroit and Michigan. 


NO ATTEMPT TO MINIMIZE UNEMPLOYMENT 


T am not in anv way, gentlemen, minimizing the hardship upon the workers in 
Detroit and Michigan. We are having d'fficulties, but it seems to me that the 
constructive approach to that problem is not to compensate people for not 
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working, and it is not to attempt to hold them in pools of unempioyment in areas 
of the country that have unemployment when there is great need for construc- 
tion workers and for workers of all types in many parts of the country. 

If you understand the Detroit picture, this increase of 97,000 workers in the 
summer of 1950 were not workers normally living at Detroit, they were from all 
over the United States. When the word goes out that the automobile business is 
rolling in Detroit the people in Detroit send word out to their friends, their 
relatives across the country, to come to Detroit, that “Here is a job waiting for 
you,” and they hop the nearest Greyhound bus or they get in their automobiles 
and head for Detroit, and when they are laid off they leave equally rapidly. 

The people in the unemployment compensation departinent in Michigan will tell 
you there is a sizable differential between the number of people filing claims and 
the number of people who are out of work from the decrease in employment, and 
we believe a large portion of that is due to the fact that they left Detroit, they 
have found jobs in other parts of the country. 


HALL URGED A CONSTRUCTIVE SOLUTION 


Now getting to a constructive approach to the problem. It is certainly not in 
the best interest of the national economy and defense production to attempt to 
mainain workers in a state of unemployment when they are needed elsewhere, 
and we have developed and are in the process of developing a number of programs 
at Detroit to meet the situation, to put the people back to work. Among tiose 
is the increase in the amount of subcontracting from other subcontractors around 
the country to Detroit; the establishment by the Defense Department of a task 
force which could come to Detroit to see what can be produced there, the items 
that can be placed into rapid and easy production, so we can fill the gap between 
the lay-offs in civilian production and the production of items for the defense 
program. We are asking the industries in Detroit to see for themselves what 
they can do to increase the volume of work coming into Detroit. Everyone is 
working cooperatively on that sort of constructive approach to the job. 

As you know, Senator Moody has been in the forefront of that fight with the 
Defense Department, to get their thinking reoriented back toward Detroit. 

We are still hopeful that the supply of copper and lead and steel will be in such 
quantities that the Defense Department will see fit to increase the allocation of 
these materials to the automobile industry for the second quarter of this year. 
We are fairly confident that the increase in supply of all these critical items in 
the third and fourth quarters will be in such quantity that we can approach 
more reasonable normal production in the automobile industry. 

I give you that picture of Detroit because I think it is important to your 
consideration of this bill. We believe that Michigan demonstrated its ability 
to handle this problem in 1942 and in 1946, and we believe that there are adequate 
resources in the State of Michigan to enable us to handle the problem today. 

We are opposed to the invasion of the Federal Government into the rights of the 
States to determine for themselves, at the local level, what best meets the needs 
of the people in the several States. We believe that was the intent of Congress 
when it enacted this legislation and separated the powers of the Federal Govern- 
ment and the several States in handling nnemployment compensation, and we 
believe that separability and freedom of the several States should be continued. 

That, sir, is a very brief statement of our position in opposition to this bill. 
Laudable as it may be in the minds of some of the Senators who sponsor it, we 
believe it is a step backward, it is not in the interest of the national defense 
production; it is not in the interest of the freedom of the States; it is not in the 
interest of the people to do for themselves what thew can do best for themselves. 

Thank you. I will be glad to answer any questions, if there are any. 

The CuatreMan. Are there any questions? 


HALL DENTES THE PROBLEM IS NONEXISTING 


Senator Jounson. I would like to ask one question. Do I understand from 
your testimony, Mr. Hall, that in your opinion the problem at Detroit, the emer- 
gency that we speak of, is nonexisting and that really what we have there is a 
seasonal normal condition? 

Mr. Hatt. It is not nonexisting, it is more or less a normal problem. As I 
mentioned, Senator, going back as far as 1940, we had 143,000 unemployed. We 
have normally somewhere between 50,000 and 90,000 people unemployed. 
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UNEMPLOYMENT, NOT INCLUDING STRIKERS, AVERAGED 8 .700 PER MONTH FOR THE 


36-MONTH PERIOD JANUARY 1949 TO JANUARY 1952 


Senator Jounson. And now you have 105,000 unemployed ? 

Mr. Hatt. We have 105,000 unemployed. That is a slight increase, but I have 
pictured that unemployment against the enormous increuse in employment in 
Detroit since Korea. So Korea has been a double-edged sword, We had an in- 
crease in employment of 97,000 people in 10 months in 1950, and it has now, be- 
cause of the conversion problems, caused the unemployment of a number of 
people, but employment in Detroit is back to where it was in January 1950, j 

Senator Moopy. Lam not a member of this committee, but I wonder if I might 
ask a couple of questions? 

The CHATRMAN. Yes, you may do so. 

Senator Moopy. Yon said that vigorous efforts were being made to increase the 
allocation of materials. 

Mr. Hatt. Yes. 

Senator Mcopy. By the Defense Department. 

Mr. Hau. Yes. , 

Senator Mooby. Or, rather, by the National Production Administration, for 
the civilian production, in line with what the military needs are. 

Mr. Hat. Yes. 

MOODY AGREES WITH MALL 


Senator Moopy. I want you to know, as you know, of course, that I am thor- 
oughly in accord with that, I am trying to bring it about. Also I agree with 
you completely that the efforts that are now being made in the town, through 
the task force and through industry, to bring the full facility in the town back 
to work either in military work or on civilian work, is the most important and 
most urgent phase of this program. I would like to ask you, however, whether 
you anticipate that that will be sufficient in the next few months to absorb the 
sharp increase in lay-offs that have taken place in the last few months? 

Mr. HALL. I stated, Senator, that a portion of the sharp increases in unemploy- 
ment that have taken place in the latter part of the year were partially due to 
model change-overs, and we are now employing more people than we did 30 
days ago. 

Senator Moopy. What percentage of the 108,000 people are now out of work in 
Detroit? 

Mr. HALL. 105,000 in January. 

Senator Moopy. I think it is 108,000, according to some later figures than that. 
What proportion of those people were unemployed because of model change- 
overs? 

Mr. Haw. I think it is something like 21,000. I will give you a quotation from 
the January 1952 Labor Market Survey: 

“Hiring schedules point te sizable shifts in employment in the next 60 days.” 
This is January 1952. The Detroit labor market letter says: “Manufacturers 
anticipate recalling 21,000 workers, 18,000 of them to auto factory jobs following 
the recent shut-down for holidays, inventory, and model changes. Another 2,000 
workers may be absorbed in expanding machinery plants.” 

That is the Detroit labor market letter of January 1952. 

Senator Moopy. Are you saying, Mr. Hall, that you have information on which 
you can say that you can assure us that 21,000 of the 105,000 or 108,000 that are 
out of work now will be called hack in the next 30 days? 

Mr. Hatt. They are being called back now. ‘This is the survey of the Detroit 
labor market. 

Senator Moony. Can you say de‘initely that the normal call-back to work is 
going to reduce unemployment in Detroit? 

Mr. Hari. The norma! call-hack to work has already reduced unemployment. 

Senator Moopy. That is true, but also, of course, we are having lay-offs, and 
as you know, there is hanging over the community a further cut-back from the 
present 1,250,000 level to the 930,000 ceiling in the second quarter ; isn’t that true? 

Mr. Hatt. I am hopeful that the action in Detroit and Washington has been 
sufficient to convince the Defense Department that they should reexamine the 
allocations of materials for the second quarter. 

Senator Moopy. Do you have any assurance that the NPA is going to allow 
the production of the same number of cars that are now being produced? Be- 
cause if you do you are way ahead of me. 

Mr. HALL, Senator, I think you are softening it up quite a bit. 
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Senator Moopy. Thank you very much. I am trying to. 

Mr. HALL. Actually, Senator, we at Detroit believe that it would have no impact 
on the defense program to allocate enough copper and aluminum for the auto- 
mobile industry to produce 1,100,000 cars in the second quarter, and we believe 
if the administration handling the foreign cartel controls of copper would let 
the industries go into the foreign market and purchase copper over and above 
their domestic allocation we could find adequate supplies of copper and aluminum 
to produce the 1,100,000 cars, and we believe there is adequate steel for that 
volume of production. It is a question of getting coordination between civilian 
and defense production in Washington to let Detroit do its normal job. 

Senator Moopy. As you know, | have advocated an increase in that limit, 

Mr. HALL. Yes. 

Senator Moopy. I think neither you nor I have a full picture of the problems 
of Mr. Fleischmann in that situation. I tried to ignore that and I know you 
did, too. I have been pressing to do what you suggest. But what I am suggest- 
ing to you is that whatever we might like to do in Detroit the fact remains that 
we have there more than 100,000 people in one community out of work, which is 
more people than are working in four or five or six of the States in the Union, 
and I am surprised to hear you say that 90,000 people. out of work in Detroit 
was a normal condition. 

Mr. HALL. Senator, let us look at the record. In January 1950 unemployment 
in the Detroit area was 88,000 people. 

The CHAIRMAN. That was January 1950? 

Mr. HALL. January 1950 there were 88,000 unemployed. In July of 1949 there 
were 96,000 people unemployed, and July of 1949 was a boom year. In April 1949 
there were 92,000 people unemployed. Going back to January 1947 there were 
73,000 people unemployed. These are from the records of the Michigan Employ- 
ment Security Commission. 

MOODY GETS MAD 


Senator Moopy. If that is true, if the case you are making is true, what you are 
saying is if the 21,000 people are going back to work after model changes, what 
you are saying now is that the town was better off without the copper than it 


was with the copper. 
HALL DENIES SITUATION NOT CRITICAL 


Mr. HALL. I am not saying that. 

Senator Moopy. Why should the automobile people, why should Mr. Wilson and 
the others come down here and say they must have the copper when you say 
the unemployment situation is not so serious now, that it is normal? 


HALL DENIES MOODY'S CHARGE THAT HE SAID UNEMPLOYMENT IS NORMAL 


Mr. HALi. Don’t put words in my mouth, Senator. Let us go back to pre- 
Korea. In January 1950 we had 630,000 people employed and at the same time 
we had 88,000 unemployed. With the impact of Korea employment increased 
to 727,000. That was when the buying boom took place in the automobile indus- 
try, in refrigerators, stoves, and everything else in the country and we added an 
enormous amount of employment. That employment was drawn largely from 
the 48 States of the country. They were not all Detroit residents who were 
employed. They were laid off and many of them migrated back to their homes 
with a considerable amount of money that they had saved up from the high 
wages that they received in Detroit. 

I say this problem is not serious enough to call for the intervention of the 
Federal Government into the system of State employment compensation through- 
out the 48 States, and we demonstrated in 1942, with a much larger volume of 
unemployment, that the Michigan unemployment compensation was adequate 
to do the job. We demonstrated again in 1945 and 1946 that the Michigan un- 
employment compensation fund was adequate to do the job, and I am saying 
again that the Michigan unemployment compensation fund was designed for 
this purpose, and we have something in excess of $350 million in the fund to 
meet the demand of the people of the State of Michigan. It is much better, 
Senator, to use the surplus funds of the several States, which now total some- 
thing over $8 billion, than to call for a drain on the Federal Treasury that is one- 
quarter of a trillion dollars in debt. 

Senator Moopy. Do you think the Michigan Legislature is going to spend this 
money to help in this situation? 
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Mr. Hatt. We have a Democratic Governor in the State of Michigan and I 
presume he will recommend to the legislature what he sees fit. I assume the 
members of the legislature are as human and as aware of the problem as the 
people of the rest of the United States. They are closer to it than the people in 
Washington, and I say it is an appropriate thing to leave it to the people of the 
State of Michigan, to the Legislature of the State of Michigan, which is now in 
session, to meet the problem that exists out there as they best believe it can be 
met. 

Senator Moopy. You did not answer my question, 

Mr. Hau. Yes, I did. 

Senator Moopy. No, you did not answer it. 

Mr. HALL. Maybe not as you wanted it answered. 

Senator Moopy. Ne, you did not answer it. I asked you whether you felt the 
Michigan Legislature is or is not coming up to the responsibility. Do you believe 
the Michigan Legislature is or is not coming up to the responsibility? 

Mr. Hatt. That depends, Senator, on what you believe is the responsibility of 
the Michigan Legislature. 

Senator Moopy. I asked you what you thought about it. 

Mr. Hatt. I think the Michigan Legislature is doing a very good job of meet- 
ing the needs of the people of the State of Michigan. 

Senator Moopy. Do you think the legislature ought to increase the present 
standards? 

Mr. HA... I do not. 

Senator Moopy. You feel the present standards in the State of Michigan are 
adequate? 

Mr. HAtt. I believe the present standards of the State of Michigan are the 
highest of any of the 48 States in the Union and I believe they are adequate for 
what unemployment compensation was designed for. 

Senator Moopy. So when you come here to tell Congress that the States ought 
to meet this problem you are not saying that the States should do anything 
abcut the problem, you are merely saying that the Congress should not, and now 
you are saying that the States should not; is that right? 

Mr. Hatt. No; I said if the Legislature of the State of Michigan feels there 
is a need to do something about it, it is fully competent and qualified to do it, 
and it is more competent and qualified to do it than the Congress of the United 
States which is several hundred miles away from Michigan. 

Senator Moopy. I think the Congress of the United States appears to be more 
in touch with the situation than the Legislature of the State of Michigan. That 
does not go for the Governor of the State of Michigan. You said the Governor 
of Michigan was a Democratic Governor, and that is true. The Governor of 
Michigan has asked that the legislature act on this thing. When I asked that 
this bill be introduced it was because the tenor of the legislature is exactly the 
tenor that you have just expressed ; namely, that the present system in the State 
is adequate. Now, some of us down here, the 15 Senators who introduced this 
bill, don’t think it is adequate in Michigan and we don’t think it is adequate in any 
other place, in view of the fact that it was the Federal Government, as a 
matter of necessity, that has said, “You can’t use this metal because we need it 
for the military.” 

Mr. Hau. Now, Senator 

Senator Moovy. Just a minute, please, Mr. Hall. I just wanted to find out for 
the record whether you thought the present system is adequate. You are saying 
that the system could take care of it and I want to find out for the record whether 
you thought that the State ought to do anything about it, and if I understand 
you correctly, you think the State standard is adequate new, and therefore the 
legislature is not called upon to do anything about it. Is that correct? 

Mr. Hay. That is correct. I have no desire to enter into a political debate for 
your campaign, if that is what you want. I don‘t think this is the proper 
forum. I would be glad to debate it outside of Congress at any time you want. 

Senator Moopy. I would be delighted, Mr. Hall, and I am not making a political 
debate. But I think the statement has been made here to the National Con- 
gress that this is a matter that should be handled by the State. There is nothing 
political about this statement. Then you said in answer to a question of mine 
that you felt that the State standards are adequate, and I want it on the record. 
There is nothing political about it. 

Mr. Hat. Senator, I will say again I believe in the Constitution of the United 
States which said that all the powers of the people should remain in the States 
unless delegated to the Congress, and I believe the Congress has determined 
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adequately and fairly that this is 2 matter for the several States, and I would 
be a very strong opponent to the invasion of the Federal Government into States’ 
rights. 

The CHAIRMAN. Thank you very much, Mr. Hall. 

Mr. HAtt. I appreciate the opportunity, Senator, of giving you the picture 
of Detroit as we see it. 

The CHATRMAN. As chairman of the committee I thank you for the picture you 
have given us. 

Senator Moopy. Mr. Chairman, I would like to thank you for the opportunity of 
questioning my old friend, Bill Hall. 

Mr. Hani. Thank you, gentlemen. 

The CHAIRMAN. The committee will recess until 2: 30. 

(Whereupon, at 12:40 p. m., a recess was taken to 2:30 o'clock of the same 


day.) 

Mr. Hat. As to the other matters, Mr. Chairman, I will be very 
brief. 

As to the Mills bill we believe that the Mills bill is a step in the 
right direction, but I say “a step,” because we are firmly convinced 
that it would be in the best interests of the people of the United States 
to have the administering of the funds on unemployment allocated 
exclusively to the several States. We say it is a step in the right di- 
rection. It does not make allocation back 100 percent. It provides 
or keeps into our present system the system of subsidizing several of 
the States on the administrative end. We believe that that, too, should 
be corrected some day and that we should have complete control of 
the distribution and the administering of the funds by the several 
States. 

We disagree with that portion of the Mills bill which brings cover- 
age down to emplovers of one or more, believing as we do, in the right 
of the several States to handle these matters with the minimum 
emount of regulation from the Federal Government. 

We believe that the present provision of Federal law which com- 
pels them to cover employers of eight or more is the maximum that 
the Federal Government should do in the exercise of its powers over 
the several States. 

As to the Forand bill I had the opportunity last evening of reading 
the testimony of the distinguished Governor of your State and the 
other gentlemen from your State who testified before this committee. 

I was interested, Mr. Chairman, in the very close parallel between 
conditions industry-wide in the State of Rhode Island and in the 
State of Michigan. We, too, are a State that has a great concentration 
of manufacturing employment. 

The figures for January 1952, for example, indicate that the total 
employment in the State of Michigan in manufacturing is 1,077,000 
workers, while the number employed in nonmanufacturing is 1,051,000 
workers. 

I understood your Governor to testify that the employment in manu- 
facturing was nearly 50 percent of the total employment in the State. 
In the State of Michigan employment in manufacturing is more 
than 50 percent. 

Mr. Foranp. Was not that testimony close to 50 percent in the 
textile industry, and then 16 to 20 percent in the jewelry industry? 

Mr. Hatt. No, I think about 40 to 45 percent of those employed 
were employed in the textile industry and 16 percent in the jewelry 
industry of those employed in manufacturing. 
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We have similar concentration in Michigan. 

Out of the 1,077,000 workers engaged in manufacturing in January, 
550,000 of them, or over one-half, were engaged in the automobile 
or automotive parts industry. As you know, the record shows that 
employment and production in the automobile industry fluctuates very 
widely with the economic conditions throughout the United States, so 
we have an understanding of the problems of a great industrial State 
that has half of its people employed in manufacturing. 

I would like to show you how we handle it in the State of Michigan. 

In unemployment compensation legislation we recognized that in 
a great industrial State, subject to wide fluctuations of employment, it 
would be necessary to place a heavier tax burden on our manufacturers 
than in other States with a more balanced economy. From the very be- 
ginning of the insurance law we have levied a tax rate of 5 percent, not 


».7 percent. I will read to you from the June 1951 Michigan’s Labor 


Market. On page 7 we find this comment: 


STANDARD Rate Repucep To 2.7 PERCENT 
For some years, all States except Michigan have had a standard contribution 
rate of 2.7 percent of taxable payrolls, while Michigan has maintained a $-percent 
rate throughout the entire history of its unemployment insurance program. Effec- 
tive January 1, 1952, the standard rate, to be paid by all employers until they are 
eligible for adjusted rates, is 2.7 percent. 
The rate for employers enzaced in food processing and similar activities, who 


are deterinined by the commission to be seasonal, remains at 5 percent. 

Our rate goes up as high as 4 percent, and I am advised that in nearly 
every year since the history of Michigan unemployment compensa- 
tion, some employers in some industries have had to pay a 4 percent 


rate even in boom times because of the peculiar employment conditions 
in their particular industry. The employers of Michigan, I am sure, 
feeling that they have handled their problem by a heavier tax upon 
themselves, would find it difficult to justify the Forand bill providing 
for outright grants from the Federal Government to take care of any 
State which was not paying at least as righ rates as the 4 percent that 
we have in the State of Michigan. 

Mr. Foranp. Do T understand from what you have just said that you 
have different basic rates applying to different industries ? 

Mr. Haru. The seasonal industries carry a higher rate. Our indus- 
trial rates up to the Ist of January, the standard rate for all indus- 
tries was still 3 percent, which would be 3.5 for a few industries—for 
instance, the canning industry, which is seasonal, and other types of 
seasonal industries. We have a sliding scale of rates, Mr. Chairman, 
ranging from 1 percent through to 4 percent, based upon the employ- 
ment experience in the employing establishment. 

Mr. Foranp. That is the so-called merit rating system ? 

Mr. Hav. Yes; merit rating; and as to any rates above 2.7 percent, 
which is the maximum in many of the States, we have 2.8, 3.1, 3.4, 3.7, 
and 4 percent. 

Mr. Foranp. Has anyone ever raised the question of discrimination 
in imposing different tax rates for different categories ? 

Mr. Haut. No. The rate is fixed upon the employment experience 
of the individual employer, except as to the seasonal industries, and 
the very purpose of this sliding scale is to encourage stabilization of 
employment to the maximum possible ability of the employer. 
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Mr. Foranp. I understand that, but the point I am trying to make is 
if you had a basic rate applicable to all then you would apply your 
merit rating? 


Mr. Haut. Yes. 

Mr. Foranp. I can understand that there would be no one having 
any grounds for shouting “Discrimination,” but if by law you fixed 
your rates specifically, if you designated a rate for this industry and 
another for that industry, and so forth, I am surprised that you have 
not heard the cry we hear around here in Washington. 

Mr. Haux. Well, you know, we are sort of rugged individualists up 
in Michigan. 

Mr. Foranp. I have heard that statement from someone before, 
“rugged individualism.” 

Mr. Haw. It comes from New England, too. We believe, looking 
at this very great document here, which is the report on the reduction 
of nonessential Federal expenditures of the joint committee, which tab- 
ulated $58 billion of Federal grants-in-aid of all types, one of the prob- 
lems which will be confronting this country in steel manufacturing, 
goods and services of all kinds very soon is the enormous impact of 
Federal taxation to carry on this program of Federal aid to the several 
States. Rather than embarking on a new program of Federal aid to 
subsidize unemployment by the Federal Government, we believe that 
there should be a sharp reduction in the total over-all grants-in-aid to 
the States. 

Mr. Foranp. Does that report which, as you say, indicates the 
amount of Federal aid going to the several States, also show the con- 
tributions of the several States to the Federal Government? 

Mr. Hay. Each of the States pay a high commission for letting the 
Federal Government handle their money. 

Mr. Foranv. But that is included in that same document? 

Mr. Hatt. Yes. 

Mr. Foranp. Thank you. 

Mr. Haut. It is a very interesting document. I think some day the 
governors and the State legislatures of the States may initiate a con- 
stitutional amendment to do something about grants-in-aid if the 
Federal Congress does not act to reduce the tax load. 

Now, one further question as to the Roosevelt bill, H. R. 7277. I 
had the privilege of being here last week, Mr. Chairman, and I was 
quite interested in the chairman’s suggestion that rather than attempt- 
ing to enact legislation that might offer an incentive for veterans to 
return to a Federal subsidy of some sort, which should not in any way 
be considered a soldiers’ bonus, the Congress ought to give considera- 
tion and the Department of Defense ought to give consideration to 
some method of providing an incentive for the returning veterans to 
come back to find a job. 

Mr. Foranp. Let us clarify that right here. I said that should not 
have anything to do with the consideration of unemployment com- 
pensation benefits. 

Mr. Haut. That is correct. 

Mr. Foranp. That was additional. 

Mr. Hau. I agree with you. I agree certainly that if anything is 
to be done by the Federal Congress in that field it should not be under 
the Department of Labor. It should be the responsibility of the De- 


partment of Defense, and it should be very clearly drawn as to insure 
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that it will provide every possible incentive to returning veterans to 
go back to a job. 

Here, again, this backward State of Michigan that the proponents 
of this bill talk about ought to read what we, in Michigan, have done. 

We have enacted legislation, Mr. Chairman, covering veterans’ 
benefit rates. This is quoted from the June 1951 Labor Market Survey 
Letter, page 7: 

Under a provision enacted this year, veterans serving in the Armed Forces after 
June 24, 1950, have their wage credits frozen as of the time they enter the Armed 
Forces. 

Such a veteran, upon his discharge and return to the State, may apply for 
benefits based upon earnings during the 52-week period immediately preceding 
his entry into the Armed Forces. His benefit year will begin upon his applica- 
tion for benefits after his return. To be eligible under this provision, the veteran 
must apply for reemployment with any employer with whom he may have reem- 
ployment rights. Any benefits payable under a Federal program will be deducted, 
and as soon as he is able to establish a benefit year with at least 30 credit weeks 
in a normal manner, the special benefit year using his “frozen” rights will be 
canceled. 

So, as to all veterans who went into the Armed Forces after Korea, 
who had a job for any period of time prior to entry into the service, 
the unemployment compensation law protects his right if he will come 
back to the employer he left and ose for a job. If that job is not 
ready for him, and if there are no other jobs in the area, then he is 
eligible to exercise his rights under Michigan law and draw his regu- 
lar compensation benefits. 

Mr. Foranp. Using his base? 

Mr. Hawi. His 52 weeks’ earnings prior to entry into the Korean 
war. 

Mr. Foranp. I think that is a very commendable thing. 

Mr. Haru. In view of that, and in view of our opposition to divert- 
ing unemployment funds of the several States to other than purely 
unemployment use, we oppose H. R. 7277 

That completes my statement. I am sorry that I have taken so long, 
Mr. Chairman, but Michigan has been an important spot in this 
controversy. I hope in some way that we have given you a little 
understanding of what the picture in Michigan is. 

Mr. Foranp. Are there any questions? 

We appreciate very much your statement, Mr. Hall. 

Mr. Hau. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

Mr. Foranp. The next witness is Mr. John Harrington. Is Mr. 
Harrington here? 

Mr. Harrrneron. Yes, sir. 

Mr. Foranp. For the purpose of the record, Mr. Harrington, will 
you give your name and the capacity in which you appear ¢ 


STATEMENT OF JOHN HARRINGTON, ASSOCIATE COUNSEL, ILLINOIS 
MANUFACTURERS’ ASSOCIATION, CHICAGO, ILL. 


Mr. Harrinetron. My name is John Harrington, of Chicago, Il. I 
am associate counsel for the Illinois Manufacturers’ Association and 
I am presenting this statement in behalf of that association. 

The Illinois Manufacturers’ Association has approximately 4,500 
member firms. Over 90 percent of the total industrial output of the 
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State is produced by members of the association and approximately 
1 million industrial workers of Illinois are employed by them. 

Members of the association include industries of all sizes—large, 
small, and middle-sized. The great majority of the membership are 
small manufacturers—30 percent employ less than 20 persons, 40 
percent less than 50 persons, 60 percent less than 100 persons, and 
70 percent less than 200 persons. 


H. R. 6174 


I will address myself first to H. R. 6174—the defense unemploy- 
ment compensation bill of 1952. 

The Illinois Manufacturers’ Association is opposed to this bill. We 
believe it to be unnecessary, unsound, and a disguised attempt to fed- 
eralize unemployment compensation. 

The alleged reasons for the bill are stated in the findings and decla- 
ration of policy. In substance these are that mobilization for defense 
is causing unemployment in some localities of workers whose skills 
are essential to the defense efforts and that benefits provided under 
State unemployment-compensation laws are both imadequate and 
unfair to workers suffering such unemployment. 

The State of Michigan has been used as the glaring example of 
the situation which this bill purports to remedy. From the evidence 
which has been submitted to the Senate Finance Committee and to 
this committee it is apparent that the unemployment problem in 
Michigan is not as bad as has been pictured by the advocates of this 
bill. It is equally apparent that there is no national unemployment 
problem. 

In 1942, 1944, and 1945 somewhat similar attempts were made to 
bring about Federal action to raise the level of unemployment-com- 
pensation benefits provided by State laws. The same exaggerated 
prophecies of unemployment were advanced to support these bills. 

This bill provides that whenever a governor of a State certifies 
that “within one or more labor market areas of his State, there exists 
substantial unemployment among workers covered by the unemploy- 
ment-compensation law of the State with no prospect of immediate 
reemployment™ the Secretary of Labor shall enter into an agreement 
with the State under which the unemployment-benefit payments shall 
be inceased by 50 percent. These supplementary payments of com- 
pensation will go to “all unemployed individuals in the State.” 

We wish to point out that while the stated policy of the bill is to 
provide additional compensation for defense workers, and while the 
governor's certification is based on substantial unemployment within 
one or more “labor market areas” in the State, the supplementary 
benefit payments are to be paid to “all unemployed individuals in the 
State.” 

Thus, irrespective of the alleged purposes of the bill, the real pur- 
pose is apparent—namely, to override the considered judgment of the 
various State legislatures as to the amount of benefits for unemploy- 
ment. 

It is difficult to imagine any State in which the governor could not 
find some labor market area in which substantial unemployment 
exists. Such areas always exist, and it is significant that—in spite 
of the alleged policy of the bill—it is not necessary that such unem- 
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ployment be caused by dislocations in the economy caused by defense 
efforis. 

It is even more difficult to imagine a governor resisting the pressure 
that will be brought on him to make the certification required by the 
act, and later to recertify that unemployment still exists at the end of 
the 12-month period of the agreement. 

The inevitable result will be that unemployment benefits through- 
out the country will be increased 50 percent. 

The bill provides that it is the policy to provide these supple- 
mentary payments during “the national emergency” which is defined 
«s the period “ending with the last day of the calendar quarter in 
which the President proclaims the emergency declared by proclama- 
tion No, 2914 December 16, 1950, to have terminated or in which the 
Defense Production Act of 1950, as amended is terminated, which- 
ever date is later.” 

But practically, it will be as difficult to terminate the increased 
benefits as it was easy to get them. 

Again, the inevitable result will be federalization of unemploy- 
ment compensation, greatly increased benefits and the elimination of 
experience rating—the admitted goal of the bill’s political and union 
sponsors—all accomplished by a subterfuge. 

What will be the immediate effect of this bill? 

We understand that the sponsors of the bill estimate that it will 
cost about $200,000,000 a year. We submit that this assumption is 
zimost naive. In 1950 the total unemployment-benefit payments were 
in excess of $1.300,000,000, and it is our belief that the enactment of 
this bill would increase the total benefit payments by 50 percent. That 
means practically $700,000,000 added to the deficit of the proposed 
Federal budget. 

Furthermore, the increased benefits provided in this bill will de- 
stroy the willto work. LIllinois pays weekly unemployment benefits of 
$27 for 26 weeks. H. R. 6174 would add $13.50, making a total of 
$40.50. The Llinois Labor Bulletin for December 1951 published by 
the Illinois Department of Labor shows that Illinois manufacturing 
workers averaged $69.22 a week during October 1951. When income 
tax, social security, union dues, transportation, and other incidentals 
are subtracted, the amount of the unemployment benefits provided 
by this bill looks quite attractive, and would certainly discourage 
employees from accepting interim employment. 

We submit that the passage of this bill would interfere with the 
defense effort. It would impose a financial burden on the Federal 
Government of three-quarters of a billion dollars or more, for the pur- 
pose of maintaining productive workers in unproductive idleness. It 
would be a far better solution to restore any employees who may be 
unemployed for the reasons set forth in the bill to productive work 
by speeding up of defense work. 


H. R. 6954, 4133, AND 3391 


We consider that all three of these bills are also directed toward 
the federalization of unemployment compensation. 

H. R. 6954 provides for outright Federal grants to States whose 
funds are low in the form of reinsurance. This bill eliminates ex- 
perience rating and uses taxes collected from employers in States 
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having sound unemployment-compensation systems to aid States in 
which the system is unsound or improperly administered. 

It is obvious that such a bill would destroy.employer interest in 
maintaining steady employment. The State’s responsibility would 
be destroyed, and the States would be subject to Federal control of 
the administration of their unemployment-compensation system. 

It would not be long before the pressure for increased benefits 
would be irresistible. The State administrations and the employers 
would have lost all incentive to oppose unreasonable increases, since 
the cost would ultimately come out of the Federal Treasury. 

H. R. 4133 differs from 6954 in that it makes loans available to 
the States on a repayable basis. We are afraid that this is merely 
the first step to outright grants to the States. The loans will not be 
repaid unless the State either tightens the administration of its law, 
increases the amount of contributions, or reduces benefits. We believe 
that the State should take these steps immediately. Loans to the 
State merely postpone what must be » sa eventually if the loan is to 
be repaid. 

H. R. 3391 provides for the extension of coverage of unemployment 
compensation to employers of one or more. We believe that any 
extension of coverage should be accomplished by independent action 
of State legislatures. 

CONCLUSION 


The Illinois Manufacturers’ Association is opposed to the passage 
of all these bills for the reasons stated. We are of the opinion that 
each one of them is a step toward ultimate federalization of unem- 
ployment compensation. 

Mr. Foranp. Does that conclude your statement ? 

Mr. Harrrneron. Yes. 

Mr. Foranp. Are there any questions? If not, we thank you very 
much for your presentation a your cooperation. 

Mr. Harrtnotron. Thank you. 

Mr. Foranp. The next witness is Mr. Leonard Calhoun. Is Mr. 
Calhoun here? 

Mr. CatnHoun. Yes, sir. 

Mr. Foranp. Come forward, please. While you are no stranger to 
the committee, will you identify yourself for the purpose of the record, 
please ? 


STATEMENT OF LEONARD J. CALHOUN, REPRESENTING THE 
NATIONAL COAL ASSOCIATION, WASHINGTON, D. C. 


Mr. Catnoun. Thank you, Mr. Chairman. 

My name is Leonard J. Calhoun. I am appearing on behalf of the 
National Coal Association, the trade association of the bituminous 
coal mine owners and operators in the 28 coal-producing States of the 
Nation. The organization represents approximately 75 percent of the 
commercial bituminous-coal production in the United States. 

H. R. 6174. One of the several proposals before your committee for 
making Federal funds available for unemployment-benefit payments 
under State systems is H. R. 6174, a bill to provide supplementary 
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unemployment-compensation benefits in certain cases to workers un- 
employed during the national emergency, and for other purposes. 
That is generally known as the Dingell bill in the House, and the 
Moody bill in the Senate. Its companion bill, S. 2504, with identical 
provisions, has been the subject of exhaustive hearings before the 
Senate Finance Committee. 

I might add that there has been a similar exhaustive hearing before 
your committee, and to avoid unnecessary repetition of our statement 
before the Finance Committee, and to avoid covering things that have 
been said and better said by other witnesses, we shall limit our testi- 
mony on this proposal to a few general comments. 

The bill is predicated on the following indictment of State systems, 
which I quote verbatim: “The present benefits provided under State 
unemployment compensation are both inadequate and unfair.” Under 
stated conditions the bill would provide supplementary unemploy- 
ment-compensation benefits financed from general Federal revenues. 

The formula for these benefits assumes that high-wage earners are 
the real victims of the alleged inadequacy and unfairness. The for- 
mula for supplemental benefits is 65 percent of wages for States with- 
out dependents’ allowances. For low- and medium-wage earners this 
means little or no supplemental payments. The formula assumes that 
there is a somewhat greater inadequacy in States which pay depend- 
ents’ benefits. For such States, the supplement would increase the 
benefit to 6714 percent of weekly wages if the individual has one 
dependent, 70 percent if he has two, 7214 percent if he has three, and 
75 percent if he has four or more. 

Large supplemental payments would go to high-wage earners. For 
them, the present State benefits are deemed to be inadequate by 50 

ercent of whatever happens to be the State ceiling. Thus, if the 
State ceiling is $20, the high-wage earner’s benefit is supplemented 
to an aggregate maximum benefit of $30; if the State ceiling is already 
$30, it will be supplemented to a total maximum of $45. The supple- 
ment is still larger where the State provides dependents’ benefits, for 
the supplement to high-wage earners is the total of (1) 50 percent of 
the amount paid a person without dependents plus (2) 100 percent 
of the dependent’s allowance. 

The supplement would be based on gross wages. The formula ig- 
nores the great difference, particularly among high-wage earners, be- 
tween gross pay and net take-home pay, though obviously the latter 
represents actual wage loss compensated. The result in many in- 
stances is payment of such benefits as to narrow the net income dif- 
ference between working and not working to the point of impairing 
the financial incentive to work—though our whole free-enterprise 
system of voluntarily undertaken work is based on this incentive. 

The proposal would be financed from general Federal revenues, or, 
to be more specific, its cost would be presently added to the national 
debt. The bill states that the benefits “must be considered to be part 
of the cost of the defense program,” though its payments would actu- 
ally be made all unemployed covered by the State system, regardless 
of any defense connection of their unemployment. Furthermore, any 
State with any labor market area having whatever is meant by sub- 
stantial unemployment, regardless of its cause, would be eligible for 
the supplemental benefits on request of the governor. 
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The Secretary of Labor, in his statement to you last Tuesday, pulled 
the defense unemployment trappings from the proposal, and even 
its “substantial unemployment” condition. He stated: 

There are strong considerations for granting supplementary benefits in all 
States without any test of substantial unemployment. Unemployed workers 
need adequate benefits regardless of the amount of unemployment existing in 
their States * * * the payments of such benefits should continne no longer 
than a reasonable time to allow the States themselves to correct the shortcomings 
of their laws * * * The States have accumulated billions of dollars 
* * * which should be used to pay the unemployment benefits in accordance 
with their laws buttressed by Federal minimum standards. [Italics supplied.] 

I might interpolate here to say that I am sure that it has been the 
wish of this committee to avoid the controversial question of Federal 
standards, but the matter of Federal standards has been brought up 
and cannot be avoided. It has been brought up both by proponents 
and opponents of these bills. 

The National Coal Association believes that the statements and as- 
sumptions upon which the proposed legislation is based are unsound 
and that, in effect, the legislation would be merely a prelude to federal- 
ization of unemployment insurance or its equivalent by way of Federal 
standards. The association opposes enactment of the legislation or the 
Secretary’s proposed variation of the legislation. The legislation is 
unnecessary and is inconsistent with all principles of appropriate Fed- 
eral functions and State functions. 


HW. R. T2777 


The Secretary also properly considered H. R. 7277, Congressman 
Roosevelt’s bill to provide unemployment benefits for GI's as an 
appropriate basis for indicting State system benefits as inadequate and 
unfair, and for supporting his demand for Federal benefit standards. 
He stated that “any unemployment insurance plan for veterans should 
be tied as closely as possible to the unemployment-insurance program 
for the rest of our population,” and insisted that there must be legisla- 
tion such as H. R. 525, the McCormack Federal standards bill, “which 
would put a floor under the protection offered by State laws * * *” 
H. R. 7277 would be tied in benefitwise with State laws, if, but only 
if, legislation like H. R. 525 is enacted. 

Under H. R. 7277 an individual with over 5 months’ military service 
would have a minimum of $1,500 in “wage credits,” a minimum “high 
quarter” of $750, and a minimum “average weekly wage” of $57.70. 
Under the provisions of section 1505 (b) (4) of H. R. 7277 he would 
be entitled to receive benefits for 26 weeks, and under section 1505 
(b) (1), his weekly benefit rate would be at least $29 if he has no de- 
pendents ; $35 if 1 dependent ; $38 if 2 dependents, and $41 if 3 or more 
dependents. 

The sections above referred to, in calculating benefits and in provid- 
ing 26 weeks’ potential benefits, follow the formula contained in the 
“minimum standards” provisions of H. R. 525, the MeCormack bill. 
The benefits obviously would be determined under present State law 
only in rare instances, 

The benefits just set out would apply to the great mass of veterans. 
A very occasional person might have some high wages under his State- 
law coverage for some quarter in a base year which also includes some 
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military service. Even in these cases he would not receive benefits 
under that State law, but, instead, under the Federal formula. If 
such nonmilitary weekly wages were $72, his weekly benefit would 
be $36 if he has no dependents; $43 if one dependent; $47 if two de- 
pendents; and $50 if three or more dependents. As indicated by the 
Secretary's statement to you Tuesday, this seems to be the newly ex- 
panded Federal standard. 

The Federal standard of H. R. 525 had a ceiling of $30 for persons 
without dependents instead of $36 in this expanded-ceiling bill. 

The problem of appropriate treatment of veterans on their separa- 
tion from active service is important from the viewpoint of both 
the individual concerned and the economy. The suggestion inform- 
ally made by Chairman Forand of a 3 months’ furlough, earlier 
terminable by the individual securing a job, is worthy of very careful 
consideration. 

These veterans are to be sharply distinguished from persons with a 
substantial history of work covered by unemployment insurance, who 
are temporarily unemployed, and receive benefits based on their wage 
loss, for these veterans have no comparable recent work history, and 
some have had none at all. There is a serious question of applying 
unemployment-insurance conceptions and techniques to them. Their 
primary problem is that of finding a job and adjusting themselves 
to civilian life in the shortest time possible. 

A mere inspection of the benefits proposed under the minimum 
benefit standards of H. R. 7277 should suffice to demonstrate the in- 
appropriateness of the legislation as drafted, as well as the practical 
effect of grafting the benefit formula to State unemployment systems. 


H. R. 4135 AND H.R. 6954 


Besides the proposed veterans’ legislation and H. R. 6174, providing 
supplementary emergency benefits, the committee has before it two 
long-range bills, H. R. 4133 and H. R. 6954, each of which has provi- 
sions for making funds available for benefit purposes, to Siates whose 
unemployment reserve funds are near exhaustion. However, they 
radically differ from each other in that H. R. 4133 make such funds 
available on a repayable basis, like the George loan-fund provisions 
of title XII of the present law, while H. R. 6954 makes nonrepayable 
grants to States. 

H. R. 4133 also provides for what might be termed an annual divi- 
sion of future “Federal profits” among the State systems. ‘These 
grants, of course, do not depend on the State’s unemployment reserves, 
and would not be repayable. However, unlike grants under H. R. 
6954, they are limited to, and payable only from future “Federal 
profits.” 

Each bill would continue the Federal unemployment account estab- 
lished by the George loan-fund provisions. In addition to the pay- 
ments above outlined, administrative grants and Federal administra- 
tive expenses, within limits annually specified in appropriation acts, 
would be paid from this account. 

The provisions of H. R. 4133 for automtic Federal tax increases on 
State employers whenever the State is indebted for an extended period 
for Federal loans, would increase the total unemployment taxes of 
employers in delinquent States to as much as an ultimate 5.7 percent, 
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assuming that the State rate is 2.7 percent, thus making it very un- 
likely that any State would have an insolvent unemployment-insur- 
ance system for an extended period. 

The existing George loan-fund provisions established a Federal 
unemployment account from which loans were to have been made, and 
authorized appropriations equal to the excess of Federal unemploy- 
ment taxes over administrative expenditures from the beginning of 
the system up to December 31,1951. The law also provides for return 
to the general fund of the Treasury of the balance in the account on 
April 1, 1952, and for loan repayments after that date. In fact, how- 
ever, there have never been appropriations to or loans from this 
account. 

Mr. Foranp. Right there, I think it is fair to point out that that law 
is no longer on the books. 

Mr. Catnoun. That is correct. I said no loans have been made, 
and it was finally repayable on April 1 of this year under its terms. 

Mr. Foranp. The law expired as of December 31. 

Mr. Catuoun. That is correct. 

Both H. R. 4133 and H. R. 6954 delete the provisions for repay- 
ments to the General Treasury. Each bill also extends the present 
December 31, 1951, date of existing law for measuring the excess of 
Federal tax receipts over expenditures to the date after which the 
yarticular bill contemplates that the entire tax proceeds will be placed 
in the Federal unemployment account. H. R. 4133 extends the period 
to July 1, 1952, and H. R. 6954 extends it to July 1, 1953. 

Thus, in practical effect each bill authorizes initial appropriations 
to the Federal account of several hundred million dollars—i. e., the 
“Federal profit” realized from the beginning of the system on the tax 
proceeds under the Federal Unemployment Tax Act. Each bill also 
dedicates all future Federal unemployment taxes to the account. In 
addition, H. R. 4133 authorizes additional appropriations “as a repay- 
able advance,” and H. R. 6954 authorizes additional appropriations 
without such limitation or requirement for repayment. 

In its provisions respecting a division of profits among States, H. R. 
4133 properly recognizes that there may be years when the Federal 
unemployment account may be in the red. It provides that where 
moneys have been advanced to the account no distribution shall be 
made to States unless and until these advances have been repaid. 

H. R. 4153 likewise sets up a special loan-fund account, designated 
“States’ reserve account,” and requires the transfer of 20 percent of 
the annual excess of the Federal tax revenues over administrative costs 
to this reserve until, and except during, the period the account has 
a $50 million balance. Thus, if there turns out to be an average annual 
excess of around $40 million per year of tax proceeds above adminis- 
trative costs for the next few years, and we further assume that sub- 
stantially all loans are repaid, the fund would reach $50 million in 
6 or 7 years. On the other hand, if administrative expenses average 
as much or more than the tax revenues, there would be little or no 
“States’ reserve account” built up from profits and little or no division 
of profits among the States. I previously mentioned if moneys were 
needed in the reserve account there is basic authorization by the exten- 
sion of the George loan fund to advance contributions so that money 
could be appropriated to the reserve account. 
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As I have previously mentioned, H. R. 4133 has tax provisions 
designed to insure repayment of any loan. The 90-percent offset of 
the State’s employers against the Federal unemployment tax would 
be reduced to 85 percent on the second January 1 occurring while the 
State owed for a loan and the additional 5 percent would be credited 
to the State’s debt. The employers’ credit would be reduced another 
5 percent each year that the State remained indebted. All the pro- 
ceeds from these additional taxes would be credited against the debt. 
Whenever the debt is liquidated the extra Federal tax would cease. 

In sharp contrast, benefit grants to States under H. R. 6954 would 
be a nonrepayable expenditure from the fund, which could well exceed 
the so-called Federal profit. Under H. R. 6954, the Federal Govern- 
ment would be committed to financing these grants from general taxes 
by the specific provision authorizing appropriations from the general 
Federal funds for this purpose. 

As a preface to further reviewing the nonrepayable grants under 
H. R. 6954 and the profit division under H. R. 4133, brief consideration 
might be given to the fundamentally differing philosophies which these 
reflect and the compromise of these philosophies found in the unem- 
ployment-compensation provisions of the Social Security Act. 

In the depression of the thirties, unemployment, which had tradi- 
tionally been a local problem, reached large proportions. Many of 
the States felt fiscally unable to cope with it, and by and large the Fed- 
eral Treasury was in a much better condition than were State treas- 
uries. Congress established emergency relief programs at tremendous 
expense. The unemployment-compensation provisions of the Social 
Security Act, when adopted in 1935, were generally regarded as af- 
fording a partial solution to the unemployment problem, and a basis 
of reduction in, and eventual withdrawal from, Federal emergency 
relief. 

The fundamental issue at that time was, and at the present time still 
is, whether there should be a national unemployment-compensation 
system or State unemployment-compensation systems. 

In general the original compromise, frequently referred to as the 
establishment of cooperative Federal-State systems, was that there 
should be a Federal unemployment tax and Federal financing and 
control over administrative costs of State systems, but that the State 
legislatures should establish the State systems and fix benefit rates and 
duration and, subject to certain Federal labor-protective conditions, 
fix benefit eligibility conditions. The coverage of the Federal Tax 
Act in effect fixed minimum State coverage, and the Federal tax-offset 
provisions in effect guaranteed that there would be employer-payroll 
tax financed States systems, with reduce State tax rates subject to 
specified Federal conditions. 

Since the establishment of State unemployment-compensation sys- 
tems under this compromise there has been a continual battle over 
various features of the compromise between those basically favoring 
a national system and those basically favoring State systems, and be- 
tween those favoring and those opposing experience rating. The 
specific issues have been largely over experience rating and various 
other proposed changes in Federal controls, including purse-string 
controls, and over creation of Federal standards, particularly benefit 
standards. 
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H. R. 4133 accepts the basic compromise of Federal financing of 
State as well as Federal administrative costs. Its proposal to divide 
among the States the excess of the Federal chaahenieant tax above 
that required to finance administrative costs and create a loan fund, 
is apparently based on the theory of returning excess collections to the 
State where collected. The practical effect of the proposal would be 
twofold: (1) An increase in State funds available for benefit pur- 
po and (2) a source of unemployment tax funds which the State 
egislature could look to in supplying extra administrative funds to 
the State agency when Federal administrative grants were refused, or 
inadequately supplied, for some phase of State administration which 
the State legislature desired to undertake or expand. 

In opposing H. R. 4133, the Secretary of lobes told you that “this 
ment violates the fundamental principle that the Congress shall 
control the purse strings of the United States Treasury. Both under 
the present law and under H. R. 6954 (the benefit-grants bill) the 
State are receiving and would continue to receive from Federal funds 
only such amounts as the Congress and the Secretary of Labor find 
necessary for the efficient administration of State laws.” (Italics sup- 
plied.) 

Under H. R. 6954 and H. R. 4133 the Congress would still place an 
over-all limit on administrative grants the Secretary could make. 
The real basis of the Secretary’s complaint against TI. R. 4133 seems to 
be that the respective States would no longer be utterly dependent on 
his determination of the amounts “necessary for the efficient adminis- 
tration” of the State’s law. This is a strong reason for the support 
of the measure by those who favor State autonomy and control over 
the State unemployment-compensation law. 

A much firmer step in the direction of Siate autonomy could be 
achieved by providing for a complete tax cffset, rather than the pres- 
ent 90-percent offset of the Federal 3-percent tax. 

Such an arrangement would— 

1. Eliminate Federal administrative expenses of collecting the taxes. 

2. Eliminate Federal administrative expenses in connection with 
the making of administrative grants and justifying such grants to 
the Bureau of the Budget and to the Congress. 

3. Eliminate Federal “purse-string control” over Siate agencies. 

4. Leave to the State legislatures their appropriate function of de- 
termining the amount of funds to be made available for administer- 
ing their State programs—and relieve Congress and the Secretary of 
this function. 

While there are, of course, various arguments advanced against 
this proposal, it is manifestly in keeping with the general principles 
governing the appropriate fields of Federal and State functions, and 
the administration of public programs. 

The 100-percent offset would settle the question of dealing with the 
“Federal profit.” It would, of course, mean that several million 
dollars per year of Labor Department expense would no longer, in 
effect, be financed from the Federal tax, but these costs should be 
much reduced in view of the elimination of the costly Federal grant 
functions I have referred to. 

Future profits on the tax would not be available for building up 
the proposed loan fund, but the repayment guaranties under H. R. 
4133 are such that establishment of the original fund out of past 
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profits is all that need be contemplated insofar as Treasury outlays are 
concerned. 

Furthermore, the 100-percent offset would eliminate the Federal 

roblem which would otherwise arise if the Federal tax receipts 
Sesondber drop below the administrative costs, with a resulting Federal 
deficit rather than Federal profit. 

That such a situation may well occur was remarked upon by the 
Secretary and is clearly indicated by the history of the tremendous 
rise of administrative costs over the past few years. It has consider- 
ably exceeded the very substantial rise in Federal a Ne age tax 
receipts over the period. Perhaps this rise in costs has been in some 
degree influenced by the existence of the “Federal profit,” as there 
has been a general feeling “that unemployment taxes should be used 
for unemployment purposes.” At any rate, the present situation is 
not at all an incentive to Federal or State administrative economy. 

The H. R. 6954 provision for Federal grants for benefits is ob- 
viously in the direction of Federal unemployment insurance. Under 
this bill both State administrative costs and State benefit costs in 
excess of 2.7 percent of its covered payroll would be federally fi- 
nanced when the State qualifies. However, the proposed legislation 
would lack the checks and balances even of a Federal system. If a 
Federal system were established Congress would write the benefit 
provisions and levy unemployment taxes designed to finance benefits 
under these provisions. 

Under H. R. 6954 a State legislature with its unemployment re- 
serve near bankruptcy and its employers paying a 2.7 percent rate, is 
free to yield to the inevitable pressure for larger and larger benefits, 
without the legislature or the State taxpayers bearing the fiscal con- 
sequences of this act. Such a situation is the antithesis of ordinary 
principles of government. 

While the Secretary of Labor has so far been unable to sell his 
proposed benefit standards to any legislative body, is there much 
question but that these or even higher benefits would be enacted by a 
legislature which would thereby bring Federal funds into the State 
to wholly finance this added generosity? The liberalized Federal 
grants have been reflected in public-assistance-benefit levels, though 
these benefits require partial matching from local taxes. But H. R. 
6954 in effect gives the State, which is already collecting a 2.7-percent 
State tax, a blank check on the United States Treasury to finance 
100 percent of any additional costs of whatever increased benefits it 
mie like to have. 

The Secretary of Labor has told you: 

The payable advance, or loan form of assistance cannot solve the long-range 
financial difficulties of States whose annual benefit expenditures over a period 
of years consistently approximate or exceed the maximum tax collections per- 
mitted by the laws of the States. * * * There is now at least one State, 
Rhode Island, whose financial experience very strongly suggests that * * * 
provisions for repayment of advances would create an unbearable hard- 
ship. * * * If there should be another sudden and unexpected wave of wide- 
spread unemployment, such States as California, New York, Alabama, Michigan, 
Massachusetts, New Hampshire. and possibly others may find themselves faced 
with steadily diminishing benefit reserves. The only effective solution of the 
financial problems of Rhode Island and other high-cost States is a provision for 
Federal financial assistance in the form of outright grants. 
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He thus presents this issue of nonrepayable grants under H. R. 6954 
in a rather clear-cut fashion. He assumes a poverty, a fiscal impo- 
tence, of some of our wealthiest States to finance benefits they would 
like to pay. He also implies a fiscal potency on the part of the Federal 
Government enabling it to bail out these States on a mendicant basis 
from their financial troubles arising from any unemployment-benefit 
commitments they may make. 

The Nation:! Coal Association favors State unemployment com- 
pensation systems, with State responsibility for prescribing appro- 
priate benefits, and administering and financing the State system. In 
view of its principles and its practical effects, the association accord- 
ingly opposes enactment of H. R. 6954 or any similar legislation. 

Mr. Foranp. Are there any questions? 

Mr. Harrison. Have any organizations taken any position on this 
Roosevelt bill? 

Mr. Catnoun. I am uncertain as to what position they have taken 
on it. As you know, there are two bills currently before Congress. 
There is the Roosevelt bill and then there is the Rankin bill which 
covers a rather wide variety of benefits, including unemployment 
benefits. The benefits under that law would be determined by the 
law of the State based on an assumed earning of $160 a month, I 
believe, while the person concerned was in military service. I do not 
know the position of the veterans’ organizations on the Rankin bill 
or on this proposed bill. 

Mr. Foranp. It may be interesting for you to know, Mr. Harrison, 
that tomorrow the veterans’ organizations are scheduled to appear. 

Mr. Harrison. I did not know that. 

I assume you would agree with the previous witness who appeared 
on H. R. 4133 as to repayable loans, that they would be the next step 
to a grant, and it should not be enacted. 

Mr. Catnoun. No. I feel that there is a significant difference 
between the whole philosophy of the repayable loans and the philos- 
ophy of the outright grant. And I think, too, the principal reflection 
of that philosophy is in the requirement that the State employer shall 
bail out the State system at all hazards rather than employers from 
other States or the general taxpayers to bail it out. 

Mr. Harrison. In other words, you feel that H. R. 4133 has in it 
provisions to protect the Federal Treasury in being repaid; is that 
correct ¢ 

Mr. Catnoun. Yes, sir. I would recommend the enactment of 
those oo if you reenact the George Loan Fund. The George 
Loan Fund, according to its original provisions, would in effect skim 
off the cream if the State balance ever got back to a size where there 
would be cream to skim off; but H. R. 4133 guarantees there are going 
to be ample repayments, as past experience has indicated would be 
necessary to bring solvency to the State system. 

Mr. Foranp. Now, Mr. Calhoun, you have made a very deep study 
of this subject. In fact, you have given the Ways and Means Com- 
mittee quite a report. Did you, during the course of that study, deter- 
mine whether or not some States could not borrow either under the 
George Fund or under any of the other funds that might be made 
available? 

Mr. CatHoun. I do not believe we made a special study of the 
ability to borrow, since that was not a very live issue at the time. I 
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have made the comment that, whether or not effective, I have noticed 
the provisions of H. R. 4133 seemed to be designed to get away from 
the question of borrowing, in the ordinary sense, at least, because they 
are very carefully framed to say that there shall be paid into the State’s 
account by way of advance some funds. Whether or not that is legally 
effective I could not say, because I have not made a study, but I think 
it was the feeling of the State administrators that by and large that 
particular provision would be a basis of getting around questions of 
the constitutionality of provisions about borrowing. There is not in 
the bill itself the ordinary requirement about borrowing, namely, that 
the State must at all hazards dig up money and repay it. There is in 
lieu of that the provision that, if the State does not repay it, then the 
Federal tax will in effect be increased on employers in that State and 
the yield from the additional taxes will be used to reimburse the fund. 

Mr. Foranp. In other words, if the State does not make repayment, 
the employers will pay a higher tax to make it up? 

Mr. CatHoun. That is correct. As I read the bill, I see no obliga- 
tion for repayment implicit in it, but I imagine that is their hope to 
get around the constitutional question about borrowing. 

Mr. Foranp. In both the Mills bill and the bill I introduced we 
have provisions for coverage of one or more employees. Have you atiy 
comments to make on that ¢ 

Mr. Catnoun. I-have certainly no comments insofar as I represent 
the National Coal Association. We do not have a single member with 
small employment—that is, less than eight employees. I do not think 
any of us can duck the general question of principle involved, and I 
think there are two questions of principle. One of them is that from 
the viewpoint of ordinary unemployment compensation benefits it is 
theoretically difficult to distinguish a person who is unemployed and 
who had only two or three fellow employees from a person who became 
unemployed and had a couple of thousand fellow employees. I think, 
though when you get into the question of small employer coverage, 
you do get into some questions that may well be determined one way 
in some States and another way in other States. I think, for example, 
in some States the thing narrows down to the issue of whether or not 
you cover the doctor and his nurse, the lawyer and his secretary—the 
very small or comparatively small group of professional people—and 
whether you cover all employees of a little corner grocery that may 
have two or three employees. I think you have been faced with that 
problem in the State of Rhode Island. I forget just what definition 
of size you have. My recollection is awhile back it was four or more. 
Now you may be down to one or more. 

Mr. Foranp. We have been down to one for a number of years now. 

Mr. CaLnoun. A great many States have considered the problem. 
Some have stuck to eight or more; some have gone to six or more; and 
some have gone to four or more. The thing has to be viewed from this 
proposition. I am uncertain as to how much the intent of the provi- 
sions for covering employees of one or more federally was with the 
idea of increasing the Federal profit. I think those who hope for a 
very large increase might well be entitled to considerable disapoint- 
ment. When you get down to one or more employees, you get down 
to many situations where the Federal tax would be $3 or $4. Now, the 
extra cost of the Federal tax, which must be deducted before you count 
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the Federal profit, may very well amount to as much as the tax pro- 
ceeds themselves. The thing that hits me is, as I mentioned, the first 
principle that the general feeling that the number of fellow employees 
should not be determinative of coverage. But there is another prin- 
ciple involved. I think it is a very basic one. It is a political rather 
than a sociological question. That is the question as to whether or not 
the national interest in covering firms with one or more employees 
is so intense, if the whole Federal policy and the Federal potential 
problem of unemployment is so intense that the Federal Government, 
regardless of the size of the States, would force upon them the cover- 
age or one or more employees rather than leave the definition of small- 
firm coverage to the States concerned. Their ability to do whatever 
the local situation requires is unquestionable. Some, like Rhode Is- 
land, have gone down to one definition and some to another. They are 
all free to do so, and the question you gentlemen are going to have to 
decide is whether the national interest in small-firm coverage is of such 
importance that you feel forced to override any contrary determina- 
tion of any State legislature in the Union. 

Mr. Foranp. But we cannot overlook the other factor, which you 
have not mentioned, that the individual, whether he works for a large 
concern or a small concern, is in the same pickle if he is out of a job. 

Mr. Catnown. I believe I referred to that initially as a sociological 
question that you, of course, do have to face. I do not know—I cannot 
speak very broadly—but I know, as far as I am concerned, and as far 
as practically all other lawyers and small professional people are con- 
cerned, the relationship we generally have with our office help is that 

if any hunger is going on, it is going to be mutual hunger, and we do 
not fear it. That is my answer. 

Mr. Foranp. I was interested in having your comment on that point 
because of excerpts I have taken from your report to the committee, 
and I am going to read those into the record. I might say this is from 
pages 398 and 399 of your report. 

Although the majority of State unemployment-compensation laws now extend 
to smaller employers than does the Federal! Unemployment Tax Act, it would 
appear that universal coverage of such employers within the foreseeable future 
would require congressional action. Universal coverage of such employers could 
be obtained through an amendment to the Unemployment Tax Act which would 
make that act applicable to employers of one or more workers instead of to 
employers of eight or more workers. 

Another excerpt is: 

Precedent for the extension of social-insurance protection to the employees of 
small employers may be found in old-age and survivors insurance. Congress 
made the tax for old-age and survivors insurance applicable to employers of 
one or more workers when it passed the Social Security Act. The administrative 
feasibility of covering small employers has been demonstrated by the experience 
of the old-age and survivors insurance system and by the experience of State 
unemployment compensation agencies which have administered laws applicable 
to such employers. 

Continuation of the size-of-firm exclusion in the Unemployment Tax Act can- 
not be justified, therefore, on the ground of administrative difficulty. Nor can 
the exclusion be justified on the ground that the services performed by workers 
in small firms are different from the services performed by workers in larger 
firms. This exclusion is based solely on size of firm and not on nature of em- 
ployment. The services would be covered if performed in a larger firm. 


Now, on the basis of those excerpts, I had assumed you were in favor 
of extending coverage. 
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Mr. Catnoun. I think if you will read those excerpts carefully, you 
will find I was presenting a set of considerations, and I have said 
nothing adverse to those considerations today. 

Mr. Danawe. You still think it merits serious consideration ? 

Mr. Catnown. I think the question is the one I mentioned, and I 
think you will find it further down, that the issue in all of these Fed- 
eral acts is whether it is required by the national interest. I person- 
ally feel if I were in the State legislature and the question was up 
before me, I would certainly go down to less than eight. Whether or 
not I would draw a dividing line between one or more or whether I 
would go down to include one or more employees, I do not know. I 
have not made a study of it. But I certainly will again reiterate what 
I mentioned earlier in my statement, that from the viewpoint of their 
being unemployed, it then do no difference how many fellow employees 
they have. I will add that from the viewpoint of administration, of 
course, it can be done. It has been done. So the question gets back 
to the fundamental question of whether or not the national interest in 
having it done is such that Congress feels impelled to override the 
decisions in that connection of the State legislatures over the country. 
That is the question you are going to have to decide. 

Mr. Foranp. It is a fact, is it not, that many States are now down 
to one and also that many other States have provisions in their laws 
that will automatically become effective bringing those States down 
to one? 

Mr. Catnoun. I am glad you mentioned that latter thing, which is 
a very interesting thing. Do you know how that has happened? 

Mr. Foranp. No. But I would be interested to know. 

Mr. CatHown. It was sold on this very sensible basis: If I repre- 
sented the Federal Government and I were to go down to a State 
legislature, I would say, “Gentlemen, without affecting your cover- 
age at all, you can put in a simple provision that will prevent you 
from having to have a special session of the legislature if Congress 
acts. You can provide that to the extent Federal coverage may be 
extended to include your State employees, since willy-nilly you are 
going to have to cover them if it does, you might as well provide 
in advance that they are automatically cauaeed under your State 
law.” That has been systematically sold wherever State legisla- 
tures could do it. But I do not think that provision is to be inter- 
preted as a desire of State legislatures one way or the other. 

Mr. Foranp. Are there any further questions / 

If not, we thank you, Mr. Calhoun, tor your contribution. 

The subcommittee will stand in recess until 2 o'clock. 


AFTERNOON SESSION 


The Subcommittee on Unemployment Compensation of the Com- 
mittee on Ways and Means resumed its hearings at 2 p. m., Hon. 
Burr P. Harrison presiding. 

Mr. Harrison. The first witness on the calendar for the afternoon 
is Mr. Shy. Will you state your full name and the capacity in which 
you appear? 


97697—52 
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STATEMENT OF FRANK S. SHY, PRESIDENT, ASSOCIATED 
INDUSTRIES OF RHODE ISLAND 


Mr. Suy. Mr. Chairman, my name is Frank 8. Shy. Iam president 
of W. P. Hamblin, Inc., Providence, R. I. I am appearing here as 
the authorized representative of Associated Industries of Rhode 
Island, Inc., of which organization I am the president. 

I appreciate the opportunity to appear before you to present the 
viewpoint of the association I am here representing. Chairman 
Forand and I are both from the State of Rhode Island. In con- 
sidering the bill before us, while our approach will differ, I am sure 
that our objective is the same, namely, the welfare and best interests 
of all the people of our State. 

Before getting into the substance of the viewpoints I wish to pre- 
sent, permit me to clarify the status of a telegram from our associa- 
tion which Congressman Mills read into the record. 

This telegram was to the effect that Associated Industries of Rhode 
Island opposed the Forand bill, H. R. 6954, and supported the Mills 
bill, H. R. 4133, and that the vast majority of our membership con- 
curred in this decision. 

It is my understanding that subsequently Secretary Tobin and 
other witnesses who appeared before you testified that this telegram 
should not be seriously considered since it might have been sent 
without proper authority and accordingly might not truly represent 
the position of the association. 

Permit me to state that the telegram was sent at my direction, and 
that it represents the official, documented, and unvaried position of 
the association from at least as far back as April 25, 1949, to as re- 
cently as April 4, 1952, with numerous intermediate dates. 

With respect to that portion of the telegram which states that our 
position as set forth therein is shared by the vast majority of our 
membership, permit me to record with you that at the board of 
managers meeting held April 4, 1952, at which meeting 15 of the 23 
board members were present, such position was reaffirmed unani- 
mously. For the record, the motion to oppose H. R. 6954 was made by 
Mr. Dwight K. Bartlett, who for years has been the association’s 
representative on the Rhode Island Unemployment Compensation 
Advisory Council. It is also worthy to record that such decision was 
made after Mr. Thomas H. Bride, Rhode Island Administrator, De- 
partment of Employment Security, had appeared before the legis- 
lative committee of our board on March 26, 1952, relative to this 
bill. Associated Industries of Rhode Island does oppose this bill and 
the principle of Federal grants for the payment of unemployment 
compensation benefits. 

Associated Industries of Rhode Island recognizes that provision 
should be made for assisting States whose trust funds have really 
been depleted to enable such States to meet proper benefit payment 
obligations. The question is how this can best be done consistent 
with the underlying principles of the present program, and equally 
important, consistent with the principles of the American enterprise 
system. We believe that the proper approach is through repayable 
loans. That is why we favor the Mills bill, H. R. 4133. 

Permit me now to present our association’s viewpoint with respect 
to Rhode Island’s unemployment compensation fund. It has fre- 
quently been stated by other witnesses who have appeared before you 
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that the Rhode Island fund is threatened with insolvency. With this 
opinion our association does not agree. As of February 29, 1952, (the 
latest available date), the fund had a balance of $22,360,320. But 
there is something else in connection with this balance which may not 
have been brought to your attention. During the years 1947 and 1948 
a total of almost $29 million ($28,968,681, to be exact) was taken out of 
this fund and transferred to a so-called cash sickness fund. Trans- 
ferred from one pocket to another, so to speak. The operating ex- 
perience of the cash sickness fund shows that its receipts exceed its 
expenses and disbursements with the result that last year for example, 
1951, the fund had an operating profit. Accordingly, the cash sick- 
ness fund on February 29, 1952, had this entire $29,000,000 transfer 
in its fund intact, plus $5,364,024 of its own moneys, or a cash balance 
at that date of $34,364,024. Our legal counsel informs me that Rhode 
Island’s cash sickness program is a luxury which only three other 
States in the Union feel they are able to afford. It is Associated In- 
dustries’ belief that a substantial part of this $29,000,000 should be 
retransferred from the cash sickness fund, where it obviously is not 
all needed, and be restored to the unemployment compensation fund 
from whence it came, which would bring the balance in the latter 
fund up to an adequate amount. Had the $29 million not been trans- 
ferred, the Rhode Island unemployment trust fund would have a re- 
serve percentage in relation to its covered payroll of 8.4 percent. This 
reserve ratio exceeds the national average. I realize that this step 
would require Federal enabling legislation as did the original trans- 
fer. Certainly we believe such re should be taken before consider- 
ing even a Federal loan, let alone a Federal grant. 

Permit me now to touch on the subject of the operating experience 
of the Rhode Island fund. Fortunately this is a matter of record 
rather than of opinion and can be disposed of quickly. Last Friday, 
April 4, our Governor Roberts appeared before you and presented 
a chart which showed the ratio (percent) of benefits to taxable wages 
by year, 1938-51. The chart probably was prepared by the bureau 
and we do not question its accuracy. It is true, as the chart shows and 
as Governor Roberts pointed out, that we did have one bad year, 1949, 
in which the benefit payments substantially exceeded the tax receipts, 
which latter are now established at 2.7 percent of taxable wages. 
You will note, however, by referring to this chart that during the 
14-year period our present rate of 2.7 percent was exceeded: 

In 1949 by a staggering amount (3.5 percent). 

In 1938 by a substantial amount (1.8 percent). 

In 1940 by a slight amount (0.5 percent). 

In 1950 and 1951 by negligible amounts (less than 0.1 percent). 

(Last year, 1951, for example, the deficit was only $306,912.) 
and that in the other 9 years the benefit payments were substantially 
below our present 2.7-percent tax rate. Considering the full 14-year 
period, the receipts have so far exceeded the benefit payments that the 
fund at this moment would show a surplus cash balance of over 
$51,000,000 had not the $29,000,000 been transferred from the fund 
and deposited in another account. 

Mr. Chairman, I would like to present in evidence the statistical 
data here covering that point. The fund has at present a balance 
of approximately $23 million, and shows a reserve percent of 3.6, 
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By a transfer, as has 
been suggested here, of the $29 million, which was taken from our 
unemployment compensation reserve account and transferred into the 
cash-sickness fund, by adding the $29 million we find that the total 
amount would be $51,958,000 in the fund, or 8.4 percent; whereas 
I notice here is 8.1 percent. 
If I may, I would like permission to include this table in the record. 
Mr. Harrison. It will 
(The table referred to follows:) 


received and marked “Shy Exhibit No. 1.” 


Unemployment benefit advisors—Fiscal data for State unemployment 
compensation systems, 1951 
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NEE ti cdtcocosdsebenees 27.142 12. 090 6 214, 143 9.9 1.3 
DID... étnemetnnonbanieeet 5, 083 2, 285 * 34, 535 12.2 1.8 
EUR SPRAMEEES ESS Bere 288 4, 17 1,518 on 39, 079 a8 9 
ae eo 1, 920 1, 275 1.1 13, 444 11.6 1.7 
New Hampshire. -.-.......-.-.-- 6, 132 5, 282 1.6 21,144 6.3 1.9 
PET ST chbeentundesecdédcn 43, 737 43, 844 11 450, 485 11.2 1.4 
4 See 5, 1, 027 4 29, 034 10.2 1.9 
New York.__-..- ‘ add 323, 938 189. 095 1.5 1, 060, 516 &.4 2.7 
North Carolina__........-... 24, 076 7, 404 1.1 172, 287 10.5 15 
North Dakota 1,902 1.18 .9 10, 549 8.3 1.6 
Ohio Raed 73. 677 28, 125 .4 571, 893 8.5 1.1 
GOI, cccvcnccouedesesss 7, 927 5, 348 8 49, 431 6.4 1.0 
Oregon. . a 13. 272 10, 446 1.¢ 79, 192 7.8 1.4 
Pennsylvania 127, 198 66, 336 & 610, 440 7.1 1.0 
- 5 251, O58 38.4 . 
Rhode isfand.......-......2-- 16, 588 17, 408 27 » 36 2.7 
NL ere 11, 753 6, 171 8 57, 574 7.3 1.5 
Pout THABSEE. . occ 0sscca cous 1, 604 712 .§ 11, 622 &.4 1.1 
a er 19, 488 14, 039 1.1 108, 7! &1 1.5 
Texas 19. 62 5, O86 2? 248, 274 7.3 .6 
WINS 6 2 de 4ecpbtes-0¥sse 3. 536 2, 358 Py 33, 188 03 1.0 
TEE inacnndesesnceanknney 2,479 1,374 8 15, 718 9.3 1.6 
WR 4 a ccdctnbaseivessue~ 12, 700 5, 901 5 89, 430 4.9 1.0 
Washington. -..........- ‘ 32, 972 15, 004 9 179, 877 11.2 1.9 
West Virginia... ‘ . 13, 520 &, 195 an 90, 351 80 1.3 
Wisconsin - . s 17, 685 7.354 3 237, 406 10.6 8 
Wyoming 1, 857 793 7) 13, 983 92 1.3 
I citansDanenadenn 1 492, 509 840, 411 9 7, 782, O48 | 8.1 1.6 








! Estimated. 


Excludes effect of voluntary contributions, 


2 Reflects Rhode Island reserve fund position after retransfer of $23,968,681 from cash sickness fund. 
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Mr. Suy. May I also at this time, just for clarification, be permitted 
to include in the record the document showing the votes of the associa- 
tion relative to the position they take? 

Mr. Harrison. They will be received as Shy exhibits Nos. 2 and 3. 

(The statement referred to follows :) 


ASSOCIATED INDUSTRIES OF RHopE ISLAND, INc., 
Providence 3, R. I., Aprit 4, 1952. 


CERTIFICATE 


I, Reuben Peterson, Jr., secretary and general manager of the Associated In- 
dustries of Rhode Island, Inc., hereby certify that at a meeting of the board of 
managers of said association duly called and held in the city of Providence, 
State of Rhode Island, on April 4, 1952, action was taken as appears from the 
following excerpt from the minutes of said meeting. 

“Upon motion made by Dwight K. Bartlett and seconded by Fred E. Lohse and 
George M. Kenney it was— 

“Unanimously voted that Frank 8S. Shy, president of the association, be and 
he hereby is authorized to appear at the hearing to be held by the Subcommittee 
on Unemployment Insurance of the House of Representatives on April 7, 1952, in 
Washington, and to oppose the enactment of the so-called Forand bill (H. R. 
6954).” 

In witness whereof I have hereunto set my hand this 4th day of April 1952. 

REUBEN PETERSON, Jr., Secretary. 


CERTIFICATE 


I, Reuben Peterson, Jr., secretary of the Associated Industries of Rhode Island, 
Inc., hereby certify that at a meeting of the legislative committee of the associa- 
tion held on March 26, 1952, at which meeting Thomas H. Bride, Rhode Island 
administrator of the department of employment security, appeared before the 
committee to explain the purposes of and to advocate the passage of the so- 
ealled Forand bill (H. R. 6954) it was— 

Unanimously voted “to oppose the enactment of so-called Federal reinsurance 
as embodied in the Forand bill and to authorize the president of the association, 
Frank 8. Shy, to appear at the hearings to be held in Washington beginning 
on March 31, 1952, before the Subcommittee on Unemployment Insurance of the 
House of Representatives for the purpose of presenting to the subcommittee the 
views of the association concerning the subject matter of Federal reinsurance as 
related to the situation in Rhode Island.” 

In witness whereof I have hereunto set my hand this 4th day of April 1952. 


REUBEN PETERSON, Jr., Secretary. 


Mr. Sur. Now to continue, Mr. Chairman. 

We now come to the matter of eligibility for benefit payments as 
pee for by the Rhode Island law. You have been told, and 

quote: 

I. The Rhode Island program is not unduly liberal but in some respects can 
even be considered quite inadequate. 

II. Rhode Island is convinced that very little, if any, further savings are to 
be expected. 

III. If further savings cannot be realized, how then can Rhode Island meet 
its benefit obligations? Obviously, this cannot be done with the present tax 
rate of 2.7 percent. 

With each of these statements Associated Industries takes issue 
and holds otherwise. With respect to “I” we submit in evidence the 
following: 

(a) Under the existing Rhode Island law a person may voluntarily 
leave his job without any good cause, or without any cause whatsoever, 
and after a waiting period of only 3 weeks collect his full benefit 
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vayments. Only three other States have so short a suspension of 
nefit rights period. Many States bar benefit rights completely. It 
seems hardly in line with the true objectives of the program that one 
who walxs off the job for no satisfactory reason should be thus entitled. 

(4) Our law presently provides that an individual claiming benefits 
who is oflered suitable work as determined by our employment service, 
may refuse such work offered and undergo the penalty of a mere 
suspension of benefit rights for a period of from 1 to 3 weeks. 

Chis is the most lenient provision of any of the 51 jurisdictions. This 
provision in our law, in the association’s opinion, does not measure 
up to the responsibilities that should be involved. 

(¢) Rhode Island is one of only two States which provide so-called 
strike benefits. Employees out on strike can collect benefits after 
the expiration of 7 weeks. This provision has caused excessive drains 
on the fund. 

(¢) Rhode Island law provides for a qualifying wage amount of 
only $100 in the base period. No State in the Union has a lower 
qualifying amount, and this amount can by no stretch of the imagina- 
tion qualify a person as a genuine member of the labor force. 

(e) Rhode Island law has no sound experience rating provision 
which has been found so helpful in numerous other States. The ab- 
sence of this provision in our law has resulted in countless millions 
of dollars being drained from our fund through flagrant abuses of 
the spirit of the law by certain employers and employees alike— 


frequently in alliance with each other. Opportunities for such abuses * 


are especially numerous in Rhode Island where so large a portion of 
our industry is seasonal in character and employs so large a proportion 
of women. 

Mr. Chairman, so that there be no misunderstanding, Associated 
Industries of Rhode Island is tremendously interested in tax reduc- 
tions, but not at the cost of essential principles underlying a sound 
unemployment compensation program. We believe that in the long 
run sound experience rating will secure lower taxes, better benefit 
provisions, and a sounder State economy. 

Year after year—1942, 1944, 1945. 1946, 1947, 1950, 1951—Asso- 
ciated Industries has introduced legislation into the Rhode Island 
General Assembly to correct all of the above deficiencies which im- 
properly were draining our fund. ‘These bills were drafted by one 
of the Nation’s outstanding experts in this field, and were modeled 
largely upon provisions which liad proved equitable and beneficial 
in numerous other States. The Rhode Island Legislature has con- 
sistently refused to adopt such bills. It is the contention of Asso- 
ciated Industries that before Rhode Island asks for Federal assistance 
in any form, it should first set its own house in order. 

Our Governor Roberts has te:tified before you, as it has been re- 
ported, that certain changes in the Rhode Island law relative to the 
qualifying wage and to the voluntary leaving provisions have been 
introduced into the current session of our legislature. He estimates 
that such provisions, if enacted, will reduce withdrawals from the 
fund in an amount of at least $600,000. Inasmuch as the deficit 
last year, 1951, was only $300,000, it would appear that the saving 
on these two items alone could establish a break-even operation in 
1952. Associated Industries submits that if remedial action were 
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taken on the other provisions set forth previously, not only would 
the present rate of 2.7 percent prove adequate, but even would be 
capable of reduction. 

Tany statements have been made to you relative to the difficulties 
inherent in the New England and particularly in the Rhode Island 
economy. The difficulties are the outgrowth of many factors extend- 
ing over a long period of years. I am sure other sections of our Nation 
and other States have their problems, too. Theyre different from 
our own, but they have them just the same. We in Associated Indus- 
tries are acutely aware of the difficulties and the handicaps existent 
in our own State of Rhode Island. We are also mindful of our many 
advantages. Particularly are we aware that our entire wealth, our 
sole crop, so to speak, consists of production-manufacturing-produc- 
tive labor. So recognizing, it has always been our aim to stand for 
those principles which would encourage more production, attract 
more industries, and provide more jobs for the people of our State. 

Associated Industries does not believe that dependence upon Fed- 
eral grants, as provided in H. R. 6954, would assist Rhode Island in 
the solution of our problems or provide the incentive for strengthening 
obvious weaknesses within our power to correct. 

But it seems to us that our own particular problems and difficulties 
are beside the point when considering the legislation at hand. We 
have $22 million in possession, we have $29 million more tucked away 
in another pocket. Our deficit last year was only $300 thousand, and 
remedial measures are now in process which should more than offset 
that amount. Even greater equitable and proper economies are avail- 
able to us. Our own house can and should be placed in order. 

Associated Industries is and always has been unalterably opposed 
to the principle of Federal grants. Experience with other Federal 
grants conclusively shows that in all cases where Federal grants are 
made the Federal Government exercises control over the expenditure 
of the money. We are opposed in accordance with this principle and 
because of the conditions, facts and reasons set forth herein, to the 
legislation before us, namely, H. R. 6954. 

Chairman Forand and honorable Congressmen of the committee, 
I thank you most sincerely for this opportunity to present the view- 
point of Associated Industries of Rhode Island to you. 

At this juncture, Mr. Chairman, may I say I am in receipt of two 
bits of indeeneailan which have just come in, which I would like to 
incorporate in my part of the record. 

Mr. Harrison. It will be made a part of the record. 

Mr. Suy. The first item is a letter addressed to me from the Massa- 
chusetts Council on Employment Security, which letter reads: 

We understand that as president of the Associated Industries of Rhode Island, 
you will appear before the Unemployment Compensation Subcommittee of the 
House Ways and Means Committee to register the opposition of your association 
to the Forand bill and the support of your association of the Mills bill. 

We are enclosing a copy of a letter which the Massachusetts Council on 
Employment Security sent to Representative Forand registering the same posi- 
tion which we understand is taken by your association. You will note the 
business organizations which comprise the council. 

Unfortunately it will not be possible for a representative of the council to 
appear personally before the subcommittee. The executive committee of the 
council has, therefore, voted to request that you publicly before the subcommittee 
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record our position and make any use you desire in such presentation of the 
enclosed letter. 
We sincerely appreciate your courtesy in this respect. 
Very truly yours, 
Clirrorp I. FAHLSTROM, 
Executive Director. 


And the letter referred to, addressed to Hon. Aime Forand, chair- 
man, Subcommittee on Unemployment Compensation, reads as 
follows: ' 


MASSACHUSETTS COUNCIL ON EMPLOYMENT SEcURITY, 
Boston, Mass., March 28, 1952. 
Hon. Aime FoRAND, 
Chairman, Subcommittee on Unemployment Compensation, 
House Ways and Means Committee, 
Washington, D. C. 

My Dear CONGRESSMAN: We wish to record with your subcommittee our oppo- 
sition to H. R. 6954 and urge the enactment of H. R. 4133. 

The Massachusets Council on Employment Security is composed of practically 
all business and trade associations in Massachusetts. It was formed in 1950 to 
meet a critical condition in the status of the Massachusetts unemployment com- 
pensation system, due to heavy payments out of the fund. Our reserve fund had 
dropped to the lowest in the Nation in relationship to taxable payrolls. 

The council introduced legislation into the Massachusetts Legislature. Some 
changes in our law were thereafter enacted involving revisions in eligibility and 
administrative provisions, a new method of experience rating tax reduction and 
higher reserve requirements before Massachusetts employers will be able to be 
considered for tax reduction. All Massachusetts employers now pay a 2.7 percent 
payroll tax. 

There still remains much to be done to assure that Massachusetts shall have a 
sound unemployment compensation system. But that is a problem for Massa- 
chusetts to be accomplished out of recognition by Massachusetts employers and 
labor and the Massachusetts Legislature that they must put their own house in 
order and assume the full responsibility of statehood. 

We feel that encouraged reliance upon the Federal Government will not be 
purchased without a price and will hardly encourage character or self-reliance or 
lessen the problems of either the State or Federal Governments. 

We support H. R. 4133 because it enables a State in difficulty to continue to meet 
its unemployment compensation obligations without abdicating its essential 
responsibilities. 

We hope that you agree with us that one of the foundations of a strong and 
free political system is the willingness to shoulder responsibiilties and not unload 
them upon others. 


Sincerely yours, 
Epwarp F. ConNeELLYy, 


Chairman, Ezecutive Committee. 


Mr. Sur. This letter was received by me this morning, Mr. Chair- 
man, from the Boston Chamber of Commerce, addressed to me as 
president of the Associated Industries of Rhode Island, Providence, 
and reads: 


The Boston Chamber of Commerce requested that, in your testimony before 
the Unemployment Compensation Subcommittee of the House Ways and Means 
Committee on April 7, you record: 

(1) Our opposition to H. R. 6954, the Forand bill, for outright Federal grants 
to States for the unemployment compensation funds, accompanied by detailed 
Federal control. 

(2) Our support of H. R. 4133, the Mills bill, to earmark all Federal unemploy- 
ment taxes for Federal and State unemployment programs, and authorized 
Federal loans to replenish State funds in danger of depletion. 

We should very much appreciate your cooperation. 

Very truly yours, 


E. J. Bresavr, 
Manager, Civic Department. 
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Mr. Harrison. Does that conclude your statement? 

Mr. Suy. Yes; and I want to thank you for this opportunity of pre- 
senting the views of the association. 

Mr. Harrison. Do you have any question, Mr. Martin? 

Mr. Martin. No. 

Mr. Harrison. I want to thank you on behalf of the committee 
for a very fine statement. 

I am sorry that more members of the committee are not present, but 
we have the military appropriation bill before the House, which 
makes it very difficult for Members to be here who were anxious to 
be present. 

I notice with reference to the Mills bill, which provides for a loan, 
there is a proposed increase in tax on employers in order to repay the 
loan. 

Do you have any comment you would like to make from the point 
of view of the Rhode Island employers? 

Mr. Suny. The position that our association has taken—and I ap- 
pear here not as an expert, but rather to express the views and view- 
points of the association—is that it is the opinion of the association 
that with the effectuation of economies, specifically set forth in the 
brief just presented, that no further increase in taxes, as stated here, 
would be necessary: in fact, it is the belief of our association that tax 
reductions are possible. 

Mr. Harrison. Do you suggest any Federal legislation to effectu- 
ate that economy, or do you suggest any other Federal legislation ? 

Mr. Sur. No Federal legislation; no. 

Mr. Harrison. I was wondering if you suggested any Federal 
legislation with reference to the payment of unemployment when on 
a strike? 

Mr. Suy. No, sir. I have no Federal legislation. Our association 
suggests none, other than as stated at the top of page 4 of my state- 
ment, that if it became necessary or denimable to make a transfer of 
the $29 million, which was transferred from the unemployment com- 
pensation fund to the cash sickness fund, as I understand, to make 
this transfer in the first place, required Federal enabling legislation 
to do so. I understand there were only two other States, however, 
who made such transfers, New Jersey and California, other than 
Rhode Island. 

I am also advised by my legal counsel that Federal enabling legis- 
lation probably would be required to restore the transferred fund to 
its original source. We have no other recommendation with refer- 
ence to Federal legislation, Mr. Chairman. 

Mr. Harrison. Suppose the State of Rhode Island does not effect 
the economies that you recommend, what is your attitude toward the 
provision of the Mills bill providing an increased tax to repay the 
Federal loan? 

Mr. Sur. Our association has taken no position on that, and I 
would not care to express an opinion on it. 

Mr. Harrison. Thank you very much for your statement, Mr. Shy. 

Mr. Suy. Thank you. 

Mr. Harrison. Our next witness is Mr. Lucius P. Chase. Will you 
identify yourself for the record, Mr. Chase? 
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STATEMENT OF LUCIUS P. CHASE, GENERAL COUNSEL, KOHLER C0., 
KOHLER, WIS., REPRESENTING WISCONSIN MANUFACTURERS’ 


ASSOCIATION 


Mr. Cuase. My name is Lucius P. Chase. I am general counsel for 
Kohler Co., of Kohler, Wis. 

I am representing the Wisconsin Manufacturers’ Association, whose 
1,150 members employ 85 percent of the 400,000 factory workers in 
our State. 

Our membership includes 450 companies employing less than 50 
persons. 

I might add, Mr. Chairman, that my statement is in three separate 
yarts, on the several bills, in order te facilitate consideration of the 
bills to which it refers. 

Before proceeding to them, I would like to say just a word on H. R. 
7277, the “hone ~ bill. Our association has taken no stand on this 
bill, but for myself, as a veteran and as a father of two boys now in 
the service, I believe that this bill presents a demoralizing lack of in- 
centive to look for work. This problem may confront young veterans 
who have had no previous work experience, but who would be entitled 
to benefits under any State plan, and I think that is a problem that is 
quite within the capacity of the States to meet. 

I do not think there is much need for Federal legislation to do many 
of the things that are being advocated; and I think they should be 
considered quite separately and on their own merits. 

Now, with respect to H. R. 3391, the definition implies it would 
include an employer who has only a single employee. Our associa- 
tion has taken no position, except it feels that it is a matter for consid- 
eration at the State level. 

Taking up then the Dingell bill, H. R. 6174, which has been dis- 
cussed at some length, and it would require more resourcefulness than 
I have to add very much light to the hearing. 

H. R. 6174 is the latest in a procession of bills calling for Federal 
supplementation of State unemployment benefits on the mistaken 
ground that a national emergency has rendered the State benefit 
inadequate. 

In 1942 conversion from peace to war production was supposed to 
require hundreds of millions of dollars of Federal supplemental bene- 
fits. However, no law was passed, and subsequent events proved that 
none was needed. 

In 1944 and again in 1945 conversion from war to peace was sup- 

vosed to leave us with 8 to 14 million unemployed ol would need 
Federal benefits. 

Again no law was passed, and neither did we have the predicted 
unemployment. 

H. R. 6174 was introduced in January of this year because of unem- 
ployment in the Detroit area, which amounted to 130,000 at that time, 
and was predicted to reach 200.000 by now. Instead, the number was 
down to 85,000 by the end of March. The Detroit News of March 17, 
1952, quoted the Governor of Michigan as saying, “The back of Michi- 
gan’s growing spiral of unemployment has been broken.” 

Thus, we are considering a moot case. 

H. R. 6174 would provide Federal supplementary unemployment 
benefits throughout any State having even a single labor-market area 
with substantial unemployment and with no prospect of immediate 
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reemployment in the area. The Federal payments would amount to 
50 percent of an individual’s rate under his State law and 100 percent 
for dependents, up to limits of 65 percent of weekly wages in the case 
of individuals and 75 percent where there are dependents. 

Let us consider some of the mistaken assumptions on which this 
bill rests. 

The bill’s sponsors claim that since the current unemployment in 
Detroit is not due to ordinary causes, whatever they may include, 
but to Federal bungling in getting defense production under way, 
special benefits are therefore in order. That is a non sequitur. The 
remedy should really be directed to the alleged defense bungling, or 
whatever other causes can be identified. 

Mr. Harrison. Do you have any suggestion as to how we could 
eliminate the defense bungling. 

Mr. Cuase. I wish I could. 

Mr. Harrison. Very well, go ahead. 

Mr. Cuase. The only point I wanted to make is that unemployment 
benefits never cured anything. They can merely alleviate hardship 
while the remedy is being applied. 

Unemployment is always unfortunate and benefit payments are 
never fully adequate, whether the cause be ordinary or extraordinary. 
If we are going to try to adjust benefits according to the cause of the 
unemployment, I am afraid we are letting ourselves in for hopeless 
confusion. 

We were also told that Federal help was needed because unemploy- 
ment in Michigan was beginning to outlast the maximum benefit 
period provided by State law. However, we have found nothing in 
this bill which would prolong the duration of benefits. Instead it 
boosts the weekly benefit rates. F 

Again we encounter the same old misconception that somehow Fed- 
eral funds are free. Of course they are not. Whether unemploy- 
ment benefits are paid from State funds or Federal funds, they are 
contributed originally by the same employers, and in the aggregate 
they depend ultimately on exactly the same production. 

I think that point has been pretty well developed, but it bears 
emphasis. 

Out in our part of the country the youngsters growing up have 
realized that milk comes from cows and not from bottles, and that 
cows have to be raised and milked, and other things have to be done, 
and perhaps that helps them to understand better than the younger 
people who grow up in other environments, that things like unem- 
pleyment-compensation benefits must come from the product and 
not from statutes; eventually they must come from the production. 

I think the statistics will show that the gross national production 
per capita has had a fairly steady growth over the years, something 
less than 2 percent per year—it has fluctuated some—but I think it 
is important that we keep in mind the point that any benefits must 
come from production. 

Michigan is a wealthy State, and her taxpayers contribute heavily 
to any Federal levy. If Michigan wants to pay the generous benefits 
— by H. R. 6174, they can be provided at less cost to herself 
xy raising her own funds. Her experience should have taught her 
that a dollar sent to Washington returns pathetically emaciated and 
incapable of doing a full dollar’s work. 
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We do not mean by this to approve the high level of benefits pro- 
vided by H. R. 6174, regardless of who pays for them. On the con- 
trary, we believe that benefits ranging from 65 percent to 75 percent 
of weekly wages leave too little incentive to work. Of course, if the 
percentage is applied to the take-home pay, it is even much higher, 
particularly in industries where there is a high proportion of incentive 
pay, the difference between the regular day rate and the incentive rate 
of pay, which is the take-home pay, involves, in some cases, almost 
half as much spread, so there would be very little incentive left for 
work. 

As pointed out in my statement of today on bills H. R. 4133 and 
H. R. 6954, if any unemployment compensation plan is to remain 
solvent, it must provide adequate employment incentives for both 
employers and workers. This the present bill does not do. 

Now, turning for just a moment, too, to the other bills, H. R. 4133 
and H. R. 6954: The Wisconsin Manufacturers Association favors 
H. R. 4133 and opposes H. R. 6954. 

Without realizing analysis of those bills, I think I may summarize 
our position by saying, the difference, from our standpoint, of course 
is that the Mills bil] provides for reimbursement, whereas the other bill 
does not. The principal advantages, 1 think, of the Mills bill does 
not. The principal advantages, I think, of the Mills bill are first of all 
that the funds collected under the three-tenths of 1 percent Federal 
unemployment tax on employers would be used for existing programs 
rather than spreading them around so much. 

Second, the States would retain contro! of their own unemployment 
compensation system as an operation; and 

Third, the repayment provision would encourage economical ad- 
ministration and the continuance of sound employment incentive 

On the other hand, we find that the bili H. R. 6954 fails to provide 
adequate incentives for employment, incentives for economic adminis- 
tration. 

The situation of Rhode Island, which needs no repeating now, is 
illustrative of what can happen when benefits are wapes under ques- 
tionable provisions of overliberalizing and strike benefits are in- 
cluded, and the thing is just made a holiday for a lot of constituents 
at Federal expense. It has been considered liberal to advocate larger 
and larger benefits, and looser and looser qualification provisions, with 
the something-for-nothing idea. 

Actually, I think just the opposite is true. The most dangerous 
threat to any social program is fiscal irresponsibility. So it is with 
unemployment compensation. 

We feel that bill H. R. 4133 would strengthen the foundation of 
unemployment compensation. We feel that bill H. R. 6954 would 
just add to the weight of the superstructure, and the whole thing 
eventually may topple. 

State legislatures, with their understanding of local conditions, are 
in the best position to establish equitable benefits consistent with 
available resources. 

In Wisconsin we believe in unemployment compensation, and from 
the very beginning we have had an advisory committee consisting of 
representatives of management and labor to study unemployment 
insurance problems. This committee has presented an agreed bill to 
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every session of the legislature, and under Republican, Democratic, 
and Progressive administrations alike these bills have always been 
enacted. Benefits have increased as rapidly as the State’s resources 
would permit, and they have now reached a maximum of $30 per week 
for 26 and a half weeks. They will undoubtedly go higher in the 
future as the economie foundation permits. We have avoided the 
error of going too far too fast, thereby rendering our fund insolvent 
and defeating our own ends. 

In Wisconsin, employer contributions under the merit rating plan 
can go up to 4 percent, not the 2.7 percent we talk about, and there are 
employers who are paying well above 2.7 percent today, a good many 
of them. 

Benefit payments are no substitute for a pay check, and never can be. 
They can merely alleviate distress while new employment is being 
found. The only real remedy is work, for even benefits must ultimately 
be paid from production. 

hus the success of unemployment compensation depends largely on 
the extent to which the system provides incentives for keeping people 
employed. We find such incentives in merit rating plans which en- 
courage the employers to minimize unemployment. We find them 
also in disqualification clauses and acceptance of employment provi- 
sions which encourage workers to keep or accept jobs. Any other 
approach leads to bankruptcy, not benefits, even on the Federal level. 

Ve oppose bil] H. R. 6954 because it provides the wrong economic 
incentives and extends Federal control still further into a field which 
can best be handled by the States. 

We favor H. R. 4133 because it offers States with low reserves a 
repayable interest free advance. 

Thank you, sir. 

Mr. Harrison. Are there any questions? Thank you very much, Mr. 
Chase. 

Mr. Cuase. Thank you, Mr. Chairman. 

Mr. Harrison. Mr. Maurice G. Paul. 

Mr. Paut. Yes, sir. 

Mr. Harrison. Your statement, Mr. Paul, will develop your resi- 
dence and whom you represent. 


STATEMENT OF MAURICE G. PAUL, CHAIRMAN OF THE SOCIAL 
SECURITY COMMITTEE, CHAMBER OF COMMERCE OF GREATER 
PHILADELPHIA, AND REPRESENTING THE PHILADELPHIA 
LAUNDRY OWNERS ASSOCIATION, THE PHILADELPHIA MER- 
CHANTS ASSOCIATION, AND THE PHILADELPHIA TEXTILE 
MANUFACTURERS ASSOCIATION 


Mr. Pavut. My name is Maurice G. Paul, Jr. I am chairman of 
the social security committee of the Chamber of Commerce of Greater 
Philadelphia, an organization representing several hundred employers 
from all segments of industry and commerce. I have also been au- 
thorized to express the concurring views of these associated organiza- 
tions: Philadelphia Laundry Owners Association ; Philadelphia Mer- 
chants Association; and Philadelphia Textile Manufacturers Assovia- 
tion. 

We are grateful for this opportunity to present our views. 
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We urge that you adopt the Mills bill, providing for repayable 
advances as the prevailing solution to the problem of assisting States 
with depleted unemployment compensation reserve funds—this in con- 
trast to the “Federal grants” approach set out in H. R. 6954. 

In introducing H. R. 6954, its sponsor stated that “there is no justi- 
fication for a tax on payrolls to meet the general expenses of the Gov- 
ernment.” It was further stated that “it is the responsibility of the 
Iederal Government to assist those States whose funds, because of 
general economic conditions beyond their control, are facing bank- 
ruptey.” With these statements of principles we are in complete 
agreement. 

In reviewing the testimony previously furnished to your committee 
it would appear that it is receiving its major advocacy from representa- 
tives of the State of Rhode Island whose unemployment reserve fund 
is said to be approaching insolvency. We do not challenge this state- 
ment, nor are we suggesting that remedies should not and cannot be 
found which would avoid serious and undeserved hardship to unem- 
ployed workers in Rhode Island, as would be the inevitable conse- 
quence of a bankrupt fund. Moreover, we recognized that the provi- 
sions of H. R. 6954 are not intended solely for the benefit of Rhode 
Island but would have equal application with respect to any State 
which found its unemployment reserve account in a similar condition. 

We do not believe that any of these matters are controversial. We 
believe that the only real issue before us is the proper method to be 
employed in providing an adequate solution. 

It was my great privilege to attend the meeting of your committee 
on April 4, when the Honorable Dennis Roberts, Governor of Riode 
Island, described the economic dilemma in which Rhode Island now 
finds itself. I was greatly impressed with the description of the joint 
efforts being taken by his administration, labor and industry generally, 
to attract new and more stable industries as a means of protecting the 
economic structure of the State, and in this fashion to stabilize em- 
ployment. We think here is the fundamental solution to the real 
problem and we offer the State of Rhode Island every prospect of suc- 
cess in its undertaking. 

Moreover, we understand that steps have been taken recently to 
amend certain provisions of the Rhode Island unemployment com- 
pensation program as a means of eliminating certain factors of abnor- 
mal benefit costs which have existed in the past. We understand also 
that additional legislation is now pending before the Rhode Island 
Legislature for the purpose of further reducing excessive benefit costs. 
Until this latter program has been enacted and until the cumulative 
effect of these changes can be evaluated it would appear to be the 
counsel of despair to predetermine that the State of Rhode Island, 
alone among the 48 States, will be unable to finance its unemployment 
benefit program out of its own resources. 

Until it is demonstrated by a clear preponderance of evidence that 
Rhode Island has done everything possible to place its ewn house in 
order we believe that the appropriate solution to its problem at this 
time is to seek relief under the provisions of H. R. 4133 providing for 
repayable advances—if they should be needed. If H. R. 6954 is 
enacted it would mean in effect that benefits to unemployed workers 
in Rhode Island would be defrayed in part by yen: “bo in other 
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unemployment insurance program on their own. As a representative 
of an employers’ group of one of the States that would be required to 
share in this wall we are perhaps entitled to inquire into some of 
the factors which may have contributed to the precarious condition of 
the Rhode Island fund. 

It should be pointed out that Rhode Island is one of four States 
which have seen fit to adopt a system of cash sickness and disability 
benefits. In order to do so, a transfer of some $28 million was made 
from the unemployment fund to the cash sickness fund. While it is 
true that this $28 million represented contributions made by employees 
since the inception of the unemployment compensation program in 
Rhode Island, it is equally true that these employee contributions 
were deemed necessary by the creators of the Rhode Island program in 
order to finance the level of unemployment benefits which they 
adopted. Certain it is that without the adoption of the cash sickness 
program the present balance in the unemployment reserve fund would 
be well over $50 million and the State would not be confronted with its 
present problem. 

It may be observed also that Rhode Island, unlike many States, 
has not seen fit to provide for penalty rates in excess of 2.7 percent 
applicable to those employers contributing toward a disproportionate 
amount of unemployment. Indeed perhaps as a direct consequence of 
the failure to provide fora penalty rate, we find that Rhode Sead em- 
ployers may find it convenient to stagger employment in such a fashion 
that their workers may continue to draw benefits through intermittent 
periods of unemployment throughout the year. The effect of such 
a program, of course, is to thrust upon the unemployment fund a por- 
tion of the wage costs of that employer. 

It is also true that Rhode Island lacks an effective system of expe- 
rience rating under which every employer has a direct and immediate 
incentive to undertake long-range programs leading toward stabiliza- 
tion of employment and to insist upon the payment of benefits only 
in bona fide cases. The experience of other States which have adopted 
sound experience rating provisions has been that the employer interest 
thereby enlisted has made a major contribution toward improper 
drains upon the unemployment reserve funds. 

If H. R. 6954 is enacted, providing as it does for unlimited grants 
to State unemployment funds from the Federal Treasury, we can 
foresee the rise of sharp competition among the States to raise the 
level and duration of benefits and to reduce disqualification require- 
ments toa minimum. The inevitable consequence of this trend would 
be to thrust upon the Federal Government an ever-increasing share 
of the cost of unemployment. Ultimately we believe that this would 
lead to the complete undermining of the State unemployment pro- 
grams and to the ultimate adoption of a Federal unemployment insur- 
ance program. 

We believe that the main issue before us is one of principle. We 
stand strongly for the principle of local self-determination in the field 
of unemployment insurance. As an inescapable price for adherence 
to that principle, we subscribe wholly to the equal obligation of finan- 
cial self-reliance. We believe that the privilege is well worth the price. 

Thank you very much. 
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Mr. Harrison. Does that conclude your statement, Mr. Paul? 

Mr. Pavut. It does. 

Mr. Harrison. Mr. Martin, do you have any questions? 

Mr. Martin. No. 

Mr. Harrison. I want to thank you very much for your appear- 
ance, Mr. Paul. 

Mr. Pauw. Thank you, Mr. Chairman. 

Mr. Harrison. There being no further witnesses, the committee 
will stand adjourned to this same place at 10 o’clock tomorrow morn- 
ing, or whatever time the chairman designates. 

(Thereupon, at 3 p. m., the subcommittee adjourned until tomorrow, 
Tuesday, April 8, 1952, at 10 a. m.) 
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TUESDAY, APRIL 8, 1952 


Hovuse or REPRESENTATIVES, 
SUBCOMMITTEE ON UNEMPLOYMENT INSURANCE 
or THE ComMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. Aime J. Forand (chairman) 
presiding. 

Mr. koranp. The committee will please come to order. 

Our first witness this morning is Mr. Shishkin. Mr. Shishkin, for 
the purpose of the record, will you please state your name, and the 
capacity in which you appear? 


STATEMENT OF BORIS SHISHKIN, DIRECTOR OF SOCIAL SECURITY 
ACTIVITIES, AMERICAN FEDERATION OF LABOR 


Mr. Sutsuxin, My name is Boris Shishkin. I am secretary of the 
standing committee on social security of the American Federation of 


Labor. 

I have a statement, Mr. Chairman, which is rather lengthy, and I 
would like to have the opportunity of skipping a few of the parts 
which provide factual information supporting the statement, and not 
actually read them, if it would be agreeable to the committee to have 
included in the record the complete statement. 

Mr. Foranp. Without objection the complete statement will be 
included in the record. 

Mr. Siisnxin. Thank you. 

(The statement snbmitted by Mr. Shishkin is as follows:) 


STATEMENT PRESENTED ON BEHALF OF THE AMERICAN FEDERATION OF LABOR BY 
Boris SHISKIN, Secretary, A. F. or L. COMMITTEE ON SOCIAL SECURITY 


Let me first of all commend the subcommittee for devoting its efforts to the 
strengthening and improvement of our unemployment-insurance system at this 
critical time. The American Federation of Labor believes that the time is 
decisive and that the action of Congress in this session will have a far-reaching 
effect, not only on the future of our unemployment-insurance system, but also on 
the future soundness and stability of our whole econumy. 


GENERAL CONSIDERATIONS 


Unemployment insurance provides an important and necessary safeguard to 
the worker against the major economic hazard—joblessness. It is the main 
bulwark against privation and want that come with unemployment. 

Unemployment insurance is not a cure for depressions. It has a vital func- 
tion to perform in periods of high employment when many workers may be 
rendered jobless due to a variety of conditions, including economic changes 
affecting a particular industry or a particular area or locality. Most important 
of all is the fact that unemployment insurance can and will provide in a period 
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of declining employment a cushion to the sharp fall in the purchasing power of 
a great many workers. In this it not only aids the particular worker and his 
family to avert distress, but also helps arrest the downward swing of the business 
cycle and check the forces that go into the making of a full-fledged depression. 

In an incredibly short space of a few decades, our economy has undergone vast 
changes. Specialization and mechanization have transfigured the workshop and 
the farm as well as trade and commerce. The worker has become completely 
dependent on his wage for survival. The large family unit of the old days has 
been splintered. Other members of the family, like the worker himself, are 
likely to depend on wages for a livelihood. 

In the wake of these changes, unemployment insurance has become an impera- 
tive necessity. Provision against joblessness resulting from fluctuations in busi- 
ness activity has been taken to be a proper charge against business costs. The 
pooling of the risk has been found necessary in order to maintain a system of 
insurance against unemployment. 

The experience of recent years has made it dramatically evident that the 
various parts of the American economy have become more and more closely 
interdependent and that the fabric of our economic life has become more closely 
knit. A single community, a separate industrial area, and an individual State 
can no longer control the ebb and flow of business activity within their boundaries. 
The flow of natural gas across the continent will vitally affect not only the fate 
of the coal miner, but the life of a vast number of workers in manufacturing 
and in service trades. A development of one new product may spell disaster 
to one or more areas whose productive pattern is rendered obsolete. The eco- 
nomic strength of individual States is widely unequal. Increasingly, the economic 
developments within the boundaries of one State are the result of forces beyond 
these boundaries and beyond the State’s control. How to strengthen and buttress 
the existing system of unemployment compensation to meet these challenging 
demands is the problem that has come to the fore with full force in the midst 
of defense mobilization. 


UNEMPLOYMENT IN THE DEFENSE ECONOMY 


Unemployment insurance performs a very important function in this current 
period of defense mobilization. While for the country as a whole unemploy- 
ment is at a relatively low level, workers in particular areas, industries, and 
occupations have been hard hit by unemployment. According to the Bureau of 
the Census, unemployment in mid-March was about 1,800,000 or 2.9 percent of 
the labor force. This represented a slight decrease from the level of unemploy- 
ment in February, partly due to the seasonal rise in employment that usually 
begins with the coming of spring. 

There are 21 large areas and 14 smaller areas which are described by the 
Department of Labor as “areas of substantial labor surplus.” In these areas 
unemployment is at least twice the national level, ranging from 6.2 percent in 
Reading, Pa., to 20.8 percent in Lawrence, Mass. (See Table 1.) Between 
January and March of this year the Labor Department added five larger areas 
and 9 smaller ones to its list of areas in which there was a substantial labor 
surplus, while only two areas were removed from this list. This is an im- 
portant indication that unemployment is still increasing in a number of areas. 

The Labor Department’s most recent report on insured unemployment indi- 
cates that there were 350,000 more insured unemployed in mid-March 1952 than 
there were during the same period in March 1951. A glance at this most recent 
report indicates how unemployment is increasing in some areas and industries 
even though total unemployment for the Nation has decreased somewhat in recent 
weeks. For example, new unemployment is reported in the textile industry in 
Connecticut, Maine, Illinois, North Carolina, Pennsylvania, Rhode Island, Ver- 
mont, and Virginia. Other industries in which workers were laid off were coal 
mining in Illinois and Pennsylvania; shoes in Illinois, Maine, and New York; 
food processing in Iilinois, Louisiana, and Maryland; and lumbering and logging 
in Maine, Louisiana, Montana, and Oregon. The report also points out a very 
significant development, and that is that an apparent decrease in unemployment 
benefits claimed has been often due to the exhaustion of benefit rights by some 
claimants rather than to an actual decrease in the number of unemployed 
workers. 

The information on unemployment trends provided by the Department of Labor 
has been, in recent weeks, confirmed and supplemented by reports from our own 
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affiliates. From unions in entirely different industries we have had reports of 
spreading layoffs. 

One set of reports comes from the United Textile Workers of America, our 
affiliate in the textile industry. The woolen and worsted branch of the industry, 
which is located largely in New England, has been particularly hard hit. In 
Lawrence, Lowell, and Fall River, Mass., and Providence, R. L, unemployment 
is more han 50 percent. For the Nation as a whole, unemployiient is running at 
about 40 to 45 percent of the total work force in this branch of the industry. 

This union also reports widespread unemployment, or part-time employment, 
in the synthetic textile plants in the South. For example, of 7,000 workers in 
synthetic textile firms in Asheville, N. C., and Elizabethton, Tenn., about 35 per- 
cent have been either laid off or are working only 1 or 2 days a week. 

There is also a great deal of unemployment in the cotton textile branch of the 
industry. In New England unemployment is about 40 percent. In the southern 
firms, while outright unemployment has not become general, hours have been 
reduced from 40 to between 25 and 30 in most of the major plants. The result 
has been greatly reduced earnings for workers who are now on part time in such 
important textile centers as Danville, Va.; Atlanta, Ga.; Spartanburg and Green- 
ville, S. C.; and Charlotte, N. C. 

Our affiliate in a different industry, the United Automobile Workers, A. F. of L., 
much of whose membership is in metal fabrigating plants, also reports a con- 
siderable amount of unemployment. For example, this union states that 20 per- 
cent of workers in foundries in the Cleveland area are unemployed and most of 
the workers who are still on the job are restricted to a 4-day week. This situa- 
tion is expected to become worse as layoffs occur in machine shops and assembly 
plants which are dependent on the foundries for their materials. 

This union likewise reports considerable unemployment in a number of areas 
in the Midwest. In the Indiana-Illinois region a plant employing 400 workers 
has completely shut down, while 250 workers have been laid off in another plant 
with a normal work force of 800. In still another plant, 700 of 1,000 workers 
have been laid off. Similar situations are reported for a number of plants in 
Michigan, in and outside Detroit. 

This same union indicates that there is a very serious unemployment problem 
in the Kewaskum-West Bend area in Wisconsin where unemployment among 
the union’s members in three plants ranges from 33 to 50 percent. This illustrates 
the way in which unemployment may seriously affect comparatively small com- 
munities. 

In the New York City area and in a number of other localities around the 
country our building and construction-trades unions have reported persistent 
unemployment of a large number of workers. These reports of unemployment 
from both the Labor Department and from our own affiliates emphasize the fact 
that even in a period of comparatively high employment such as the present, 
there are, nevertheless, pockets of unemployment. It goes without saying that 
the plight of the individual unemployed worker and his family is just as serious, 
and his needs are just as great, when the general level of unemployment is low 
as when unemployment is widespread. As a matter of fact, with the economy 
as a whole running at a prosperous pace, we have an obligation to make sure 
that the comparatively few workers who are without work through no fault 
of their own should be enabled to maintain a decent standard of living until 
they can get jobs. 

There is, therefore, a very immediate need to strengthen and improve the 
unemployment insurance system and particularly the standard of benefit pay- 
ments. The increase in the cost of living since the beginning of the Korean 
war and current high prices make it well-nigh impossible for unemployed work- 
ers to maintain even a minimum standard of living for themselves and their 
families with the very small benefit payments which they now receive. 


WE MUST BE PREPARED FOR THE WINNING OF PEACE 


All this underlines the important function the unemployment insurance system 
must perform at the present time. However, even more important than this 
consideration is the very evident fact that the unemployment insurance system 
must be improved and strengthened now so that it will be geared to cope with 
the readjustment that the Nation will face after the defense program reaches its 
peak. Even if we are able to make the postdefense readjustment without too 
great an upheaval there can be no question that reconversion of many indus- 
tries will necessarily result in a considerable volume of unemployment. It 
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is difficult to predict now how serious this problem will become because it will 
depend on many factors which cannot now be foreseen. No one but the Kremlin 
gang can tell when and in what form Communist aggression might strike. 
We must not be deluded by the current “peace offensive.” Defense mobilization 
must go on. But once the aggressive forces are contained, once peace is assured, 
our economy must be ready to achieve a smooth transition. To fail to take the 
necessary steps now, to be prepared to meet an adverse situation at that time, 
would be a gross dereliction. Strengthening our unemployment compensation 
system is a major step to this end and must be taken without delay. 


UNEMPLOYMENT INSURANCE SYSTEM MUST BE MODERNIZED 


This leads me to a consideration of some of the basic deficiencies which we 
in the American Federation of Labor see in our existing unemployment insurance 
system. It must be brought up to date. Its first defect is the low level of stand- 
ards predominating in the system. Second, and perhaps the most alarming 
defect is the wasteful and costly confusion arising from the helter-skelter of 52 
different unemployment insurance systems which operate with widely different 
standards under peculiar and widely different systems of financing and with no 
appreciable degree of coordination or cohesion. Third, is the failure of the 
system to extend the needed protection to workers employed by small employers 
and to workers employed in agriculture. 

The American Federation of Labor has consistently maintained that the 
Federal Government has a direct responsibility to see to it that the State unem- 
ployment insurance systems meet at least a minimum level of standards, and 
that their financing is founded on equitable, economical, and sound principles. 
This is a responsibility that Congress must discharge without delay. 

The existence of widely divergent, home-tailored unemployment insurance 
systems in every State and Territory is inconsistent with the increasing inter- 
dependence of the modern American economy. Our giant corporations have 
plants In many States. A multitude of contractors, subcontractors, and distrib- 
utors throughout the land are completely dependent on every whim of one such 
corporation. Our system of transportation and distribution is organized largely 
on an interstate basis. There is an increasing mobility of workers, particularly 
during periods when there are rapid changes in the economy. This is especially 
true now during this period of defense mobilization. It would also be true during 
a period of readjustment coming after the peak of the defense program. It is 
unrealistic to continue to eountenance the wide disparity in standards and 
financing methods of State nnemployment insurance systems in the face of inter- 
dependence which has developed in all sectors of our economy. The need for 
uniform minimum standards is urgent and imperative. We, therefore, support 
measures which would provide them. We believe that early consideration 
should be given to the bill introduced by Congressman MeCormack at the begin- 
ning of the Fichty-seeond Congress, H. R. 525, which would introduce uniform 
minimum standards into the unemployment insurance system. 

The low level of standards in some of the States can be laid largely at the 
door of inequitable and inadequate systems of financing. The so-called experi- 
ence rating which serves the dubious purpose of strengthening the strong busi- 
ness enterprise at the expense of the weak, has been carried to absurdity in a 
number of States. Permitting some employers to reduce their taxes almost to 
zero, experience rating heavily depleted the source of funds which could permit 
the development of adequate standards in the State unemployment insurance 
systems. This trend, accelerated in recent years, must be reversed if the unem- 
ployment insurance system is to serve the purpose for which it was originally 
intended. The unemployment insurance funds must be built up so that the 
standards can be improved, and to do this tax receipts should be maintained at 
sufficiently high levels. 

LABOR OPPOSES H. R. 4133 


I turn now to the bills under the immediate consideration of your committee, 
dealing with financing and operation of the State unemployment insurance 
systems: the Forand bills, H. R. 3391 and H. R. 6954, and the Mills bill, 
H. R. 4133. 

The American Federation of Labor supports H. R. 3391 and H. R. 6954, and 
opposes H. R. 4133. 

There is only one feature of H. R. 4133 which we would support, and that is 
the provision which would extend coverage of unemployment insurance to em- 
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ployers who at any time during the taxable year have one or more employees in 
covered employment. However, since the Forand bill, H. R. 3391, contains a pro- 
vision effectively carrying out this purpose, it is unnecessary to consider this 
portion of H. R. 4133. 

COVERAGE OF ONE OR MORE 


The Federal Unemployment Tax Act requires only establishments employing 
eight or more persons in at least 20 weeks in the taxable year to pay the Fed- 
eral unemployment tax. However, somewhat more than half of the States have 
more liberal provisions regarding coverage. There are, at present, 22 States in 
which workers employed in firms with less than 8 employees are not covered. 
At the other end of the scale, 17 States cover all establishments with one or more 
employees. In between, two States exclude establishments with less than six 
workers ; eight States exclude firms with less than four workers; and two States 
exclude establishments with less than three workers. 

We can see no justification for continued exclusion of employees in small 
establishments from protection of unemployment compensation. The Secre- 
tary of Labor has estimated that about 3,500,000 workers are denied the protec- 
tion of unemployment insurance simply because they happen to be employed 
in small establishments. Yet these same establishments are covered under 
the Federal old-age and survivors insurance program in which employers of 
one or more employees have been covered from the very beginning. If any- 
thing, employees in small establishments are in greater need of the protection of 
unemployment insurance than those in larger firms, since the small establishments 
are likely to be more seriously affected by economic adversity. 

It has been argued that this matter can be left to the States, since about a 
third of the States have extended their unemployment insurance coverage to em- 
ployers of one or more. However, let me point out that it is nearly 6 years since 
any State has changed its law to cover smaller establishments. In fact, only 
four States have done so since the end of World War II, and none has taken 
such action since 1946. There is very little reason to believe that if this question 
is left to the States it will be solved satisfactorily. On the contrary, it is 
much more reasonable to expect that since no action has been taken along these 
lines in recent years that, if left to the States the objective sought by H. R. 
3391 might never be realized. 

There is no reason to believe that difficulties would arise from the adoption 
of H. R. 3391. Seventeen States have satisfactorily administered unemployment 
insurance programs covering establishments with one or more employees. All 
but six States which exempt small firms from coverage have incorporated into 
their laws provisions for extending coverage to all firms with one or more em- 
ployees when and if the Federal employment tax applies coverage to such firms. 

We urge that this minimum standard be introduced into the unemployment 
insurance program. We therefore recommend immediate enactment of H. R. 
33891 to extend coverage of unemployment insurance to employers having one 
or more individuals in employment. 


FEDERAL ASSISTANCE 170 STATES 


I turn now to a consideration of the Forand bill, H. R. 6954, and the Mills 
bill, H. R. 4133, intended to provide financial assistance to States for their unem- 
ployment insurance programs. Although both of these bills are intended to 
provide additional funds for State unemployment insurance programs they differ 
radically in the methods by which they would attempt to accomplish this objec- 
tive. Both bills would earmark the proceeds of the Federal unemployment tax 
for use exclusively in the unemployment insurance program either for admin- 
istrative expenses or for payment of benefits to unemployed workers. We be- 
lieve that such earmarking is highly desirable. 

At this point the similarity between the two bills ends. Under the Mills bill, 
H. R. 4123, any excess in the Federal Unemployment Tax Fund of collections 
over administrative costs would be distributed in the following manner: 

Up to 20 percent of these funds would be allocated to a States’ reserve account 
which would be established in the Federal unemployment account until the 
States’ reserve account reaches $50 million. The remaining portion of the excess 
would be distributed among the States in proportion that the share of each State’s 
taxable wages bore to the total in the preceding calendar year. The funds which 
each State could obtain in this manner would be in addition to amounts now 
granted to each State under Federal appropriations as necessary for proper 
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and efficient administration. The Federal Government would have no control 
over the administrative costs which the State would finance with its portion 
of the excess in the Federal unemployment account. 

The $50 million fund in the States’ reserve account would be used for the 
purpose of making non-interest-bearing loans to States whose reserve funds are 
being depleted. Such loans would be made upon application of the Governor of 
the State and the finding by the Secretary of Labor that on the last day of any 
previous calendar quarter the balance in the State’s account in the unemploy- 
ment trust fund was below the amount paid in benefits during the preceding 12 
months. The maximum loan permitted is an amount equal to benefit payments 
in the quarter during the last four calendar quarters in which benefit payments 
were highest. The bill further provides that if there is an unpaid balance on the 
loan on the second consecutive January 1 after the loan is made the 90-percent 
maximum credit to employers is reduced by 5 percent and is reduced by an addi- 
tional 5 percent on each consecutive January 1 on which there is an unpaid loan 
balance. These additional taxes are applied to reduce the outstanding loan 
balance until it is repaid. 

In summary then, the Mills bill, H. R. 4133, provides for: 

1. A States’ reserve account of $50 million from which loans would be made 
to States whose reserve funds are seriously depleted. 

2. Distribution without any Federal controls to the States in the form of out- 
right grants of the excess in the unemployment trust fund with the largest 
grants going to the largest States. 

The Forand bill, H. R. 6954, also earmarks the funds in the Federal unem- 
ployment account, but would distribute them in these ways: 

1. To meet administrative costs, both Federal and State, of the employment 
service and the unemployment insurance systems in the specific amounts appro- 
priated by Congress. 

2. To make payments to State unemployment funds that have become de- 
pleted. These payments would be made to any State whose unemployment com 
pensation fund during a calendar quarter falls below the amount of benefits paid 
in the highest of the eight preceding calendar quarters. However, no State 
would be eligible to receive such payments unless its contribution rate is main- 
tained at a minimum of 2.7 percent whenever the balance in the State fund falls 
below either 6 percent of the most recent annual taxable payroll or three-fifths 
of the benefits paid during the preceding 5-year period. 

The American Federation of Labor believes that H. R. 6954 provides a realis- 
tic and satisfactory method for strengthening the unemployment insurance sys- 
tem. At the sam> time we feel that H. R. 4133 offers a proposal both unsound 
and dangerous. 

ADMINISTRATIVE FINANCING 


Under the existing law, the States are receiving from the Federal Govern- 
ment such amounts—and only such amounts—as the Congress and the Secretary 
of Labor deem necessary for effective and efficient administration of the State 
programs. Under the Forand bill, H. R. 6954, this method would be continued. 
The Forand bill would safeguard and maintain the vital principle that the 
Congress shall control the Federal purse. 

The Mills bill, H. R. 4133, contains a dangerous proposal that the purse 
strings of the United States Treasury and control over Federal funds be given 
out of hand to State administrators. In effect the proposal would have the 
Federal Government abdicate its responsibility to the State agencies. 

We strongly feel that allocation of funds without specification of purpose 
under a specific limitation would open the way to many abuses and distort the 
pattern of sound administrative procedures. We also feel that the distribution 
of Federal funds to the States on a basis proportionate to the distribution of 
State taxable wages is extremely unsound and unrealistic. 

There is no reason whatsoever to assume that the financial needs of State 
unemployment insurance systems bear a direct and rigid relationship to their 
proportion of taxable wages. The funds of some of the smaller States are most 
likely to be depleted. However, under H. R. 4133 they would be entitled to 
receive only a very small proportion of the total amount, distributed in the 
form of these gifts for undesignated purposes, 

The major problem is to assure that State funds will be in a strong enough 
financial position to provide effective administration and to make possible the 
payment of adequate unemployment insurance benefits. 
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REINSURANCE GRANTS TO STATES 


Equally fundamental are our objections to the provisions of H. R. 4133 pro- 
posing loans to States whose reserves have been depleted. The loan fund 
provisions of the Mills bill simply fail to provide a solution to the problem of 
sustaining the State reserves. They call for temporary loans which require 
automatic lowering of the Federal tax offset in the event loans are not promptly 
repaid. 

H. R. 4133 seems to be based on the hypothesis that the States whose funds 
are depleted are simply profligate spendthrifts. It seems to assume that the 
States could really make the choice, if they only wanted to do so, of quickly 
building up their funds to the point where they could repay the loans which 
would be advanced to them. This approach closes its eyes to the basic facts 
of economic life which bring about the situation in which the unemployment- 
insurance funds of some States are substantially worse off than others. A 
State in which a high proportion of workers are employed in declining indus- 
tries, or a State in which there are many seasonal industries, is obviously 
in a Worse position than one in which there is an expanding economy. 

There is no reason whatsoever to think that the States which are in a more 
or less long-term adverse economic situation will ever be able to repay the 
loans provided for in H. R. 4133. On the contrary, they will be in perpetual 
debt; and because of the provision for the 5-percent decrease in the Federal 
tax offset each year, they will be forced to increase their taxes and, much more 
important, to reduce their benefit standards. At the same time, under H. R. 
4133 most of the excess in the Unemployment Trust Account would be dissi- 
pated among States which had no real need, and without any controls on the 
expenditure of the funds exercised by the Federal Government. 

The Forand bill, H. R. 6954, provides for limited grants restricted to actual 
needs and available only to States which by maintaining their tax level at a 
minimum rate of 2.7 percent demonstrate they are doing everything possible 
to obtain necessary funds within the State. The Forand bill frankly recog- 
nizes the need for the Federal Government to assist in the strengthening of 
the unemployment insurance programs in those States which, through no fault 
of their own, find that their funds are being depleted. It would encourage 
maximum State effort by requiring the States to suspend reduced contribu- 
tion rates before obtaining Federal grants. By maintaining Federal controls 
over the use of the funds made available to the States, maximum economy would 
be encouraged in the expenditure of the funds. 

Looked at from what we consider to be the primary consideration, namely, 
the protection of the unemployed worker, H. R. 6954 is the only workable and 
acceptable solution to the problem. H. R. 4138 is unlikely to provide funds 
to those States which are in greatest need of them. The funds of these States 
would be in perpetual financial adversity. These States, therefore, would be 
under heavy pressure to reduce their standards. On the other hand, H. R. 
6954 would strengthen the funds of the weakest States by requiring maintenance 
of sufficiently high tax rates as well as by the Federal assistance. Under the 
Forand bill, it would be possible for the workers in these States to receive as 
adequate protection as their fellow workers who happen to be employed in 
States with more favorable economic conditions. 

For these reasons, we ask for the enactment of the Forand bill, H. R. 6954. 


EMERGENCY SUPPLEMENTATION OF UNEMPLOYMENT BENEFITS 


I turn now to a consideration of H. R. 6174 introduced by Representative 
Dingell. This bill is intended to supplement unemployment-compensation bene- 
fits during the present defense emergency. We support this bill, but we do not 
feel that it goes far enough toward meeting this objective. 

The major shortcoming in H. R. 6174 is that it is directed entirely toward the 
supplementation of the amount of benefits but does nothing about the fact that 
the States’ standards for duration of benefits are much too low to provide for 
the present special problem of unemployment. The fact is that there »re a 
great number of workers who have already exhausted State unemployment- 
compensation-benefit rights. A supplementation that will do no more than 
increase the amount of benefits will not meet their problem. We, therefore, feel 
that, under this bill, it is important to supplement the duration of the State 
benefits as well as to increase the benefit amount. 

We, therefore, recommend that an additional provision be inserted in section 
4 (b) of H. R. 6174 to extend the duration of benefits to a total period of 39 
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weeks. The extended benefits would equal the combined rate of State unem- 
ployment compensation and Federal supplementation to the State beneiit amount, 
as provided for in H. R. 6174. Of course, all benefit payments would be made 
through the State agencies and, therefore, no question of federalization of 
unemployment insurance would be involved here. This approach has a prece- 
dent in S. 1274 which the Senate passed in the Seventy-ninth Congress in 1945. 
That bill, providing for supplemental benefits, would have extended the duration 
of benefits payable under State laws. Because of the inadequacy of State stand- 
ards and the special problem which exists today with “pockets” of unemploy- 
ment, we feel that a stronger course of action is needed at the present time. 
We therefore recommend that the duration of benefits be extended to a maximum 
of 39 weeks. 

We also recommend that H. R. 6174 be amended to authorize provision of trans- 
portation to civilian workers, who have been subjected to extended unemployment 
in the locality in which they reside, to any place in which the United States Em- 
ployment Service certifies there are available suitable job opportunities. The pro- 
vision of transportation should extend to the dependents and household effects 
of such workers as well as to the workers themselves. The cost of such transpor- 
tation should be limited to the amount permitted for civilian employees of the 
Federal Government in transferring from one official station to another under 
the Standard Government Travel Regulations. 

The provision of the transportation payments which we are recommending 
would have the twofold effect of reducing unemployment in communities which 
have been hard hit by defense adjustments and cut-backs, and at the same time 
aid in recruitment of workers with necessary skills for defense jobs. 

The American Federation of Labor regards the supplementation of State bene- 
fits provided for in H. R. 6174 as only a stopgap measure. We believe that imme- 
diate action of this kind is necessary to meet the present emergency situation, but 
we strongly urge that consideration be given at the earliest possible moment to 
the establishment of federally defined uniform minimum benefit standards. When 
the system has been strengthened and such standards established there will be 
no further need for supplementation. 


UNEMPLOYMENT INSURANCE FOR VETERANS 


Let me turn now to the Roosevelt bill, H. R. 7277. This bill would assure unem- 
ployment insurance protection to veterans of the armed services. 

Such action is very necessary at this time. About 800,000 veterans will be dis- 
charged from the armed services this summer. Many of them are quite young 
and have not had a chance to be employed in so-called covered employment and 
are therefore not eligible for receiving State unemployment compensation. Cer- 
tainly they have every right to be protected by unemployment compensation until 
they can obtain jobs in civilian life. To do otherwise would have the effect of 
penalizing them for their service in the Armed Forces. 

The bill provides for unemployment compensation to be paid to an ex-service- 
man in weekly amounts ranging from 50 to 70 percent of his weekly wage, or $36 
to $50, depending on the number of his dependents, whichever is greater. The 
Federal Government would pay the costs of the benefits over and above the 
amount, if any, which the unemployed veteran would have received under the 
State law. It would also pay the entire cost of administration by the States. 

As I have stated, the American Federation of Labor has long favored the estab- 
lishment of Federal minimum standards of unemployment insurance benefits. 
Such standards are necessary for all unemployed workers, but we recognize that 
they are not likely to be enacted immediately. However, here it is imperative 
to extend the protection of such standards to veterans coming out of the Armed 
Forces. Certainly we can do no less than to assure them an equal opportunity 
in every State to make the transition to civilian life without undue hardship. 
We, therefore, strongly recommend the enactment of H. R. 7277. 


SUMMARY OF RECOMMENDATIONS 


In conclusion, I should like to emphasize again the immediate urgency of action 
to strengthen our unemployment-insurance system. The fact that we have per- 
mitted the unemployment-insurance system to be splintered into 52 different 
programs has created many serious problems. These problems can only be met 
by effective leadership on the part of the Federal Government. However, we 
would strongly counsel against the adoption of any allegedly ameriorative meas- 
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ures which would make worse the problems which already exist and also create 
new problems. We, therefore, strongly support the following measures which 
your are now considering. 

1. H. R. 3391, which would extend unemployment-insurance coverage to em- 
ployers of one or more employees. 

2. H. R. 6954, which provides for Federal reinsurance grants to strengthen 
the unemployment-insurance systems in States whose funds have been depleted 
by adverse economic conditions. 

3. H. R. 6174, providing for supplementary unemployment benefits to meet 
special conditions under the defense program, Let me say that H. R. 6437 in- 
troduced by Representative Lane incorporates in part the purpose of extending 
duration we seek to achieve. 

4, H. R. 7277, which would provide unemployment-insurance protection for 
unemployed veterans. 

American workers want jobs. Their economic well-being will depend on our 
ability to provide sufficient jobs at good pay to maintain an adequate standard 
of living. However, we cannot close our eyes to the unemployment which does 
exist and has a severe impact on the well-being of hundreds of thousands of 
families of American workers. They have every right to the assurance that 
the unemployment-insurance system will be able to provide them with a min- 
imum standard of living until they are able to obtain jobs. 

The American Federation of Labor, therefore, urges Congress to take prompt 
and effective steps to strengthen the unemployment-insurance system, strong 
enough and ready to meet the needs of unemployed workers in the years ahead, 
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Mr. Suisuxin. Let me, first of all, commend the subcommittee for 
devoting its efforts to the strengthening and improvement of our 
unemploy ment-insurance system at this critical time. The American 
Federation of Labor believes that the time is decisive and that the 
action of Congress in this session will have a far-reaching effect, not 
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weeks. The extended benefits would equal the combined rate of State unem- 
ployment compensation and Federal supplementation to the State beneiit amount, 
as provided for in H. R. 6174. Of course, all benefit payments would be made 
through the State agencies and, therefore, no question of federalization of 
unemployment insurance would be involved here. This approach has a prece- 
dent in S. 1274 which the Senate passed in the Seventy-ninth Congress in 1945. 
That bill, providing for supplemental benefits, would have extended the duration 
of benefits payable under State laws. Because of the inadequacy of State stand- 
ards and the special problem which exists today with “pockets” of unemploy- 
ment, we feel that a stronger course of action is needed at the present time. 
We therefore recommend that the duration of benefits be extended to a maximum 
of 39 weeks. 

We also recommend that H. R. 6174 be amended to authorize provision of trans- 
portation to civilian workers, who have been subjected to extended unemployment 
in the locality in which they reside, to any place in which the United States Em- 
ployment Service certifies there are available suitable job opportunities. The pro- 
vision of transportation should extend to the dependents and household ettects 
of such workers as well as to the workers themselves. The cost of such transpor- 
tation should be limited to the amount permitted for civilian employees of the 
Federal Government in transferring from one official station to another under 
the Standard Government Travel Regulations. 

The provision of the transportation payments which we are recommending 
would have the twofold effect of reducing unemployment in communities which 
have been hard hit by defense adjustments and cut-backs, and at the same time 
aid in recruitment of workers with necessary skills for defense jobs. 

The American Federation of Labor regards the supplementation of State bene- 
fits provided for in H. R. 6174 as only a stopgap measure. We believe that imme- 
diate action of this kind is necessary to meet the present emergency situation, but 
we strongly urge that consideration be given at the earliest possible moment to 
the establishment of federally defined uniform minimum benefit standards. When 
the system has been strengthened and such standards established there will be 
no further need for supplementation. 


UNEMPLOYMENT INSURANCE FOR VETERANS 


Let me turn now to the Roosevelt bill, H. R. 7277. This bill would assure unem- 
ployment insurance protection to veterans of the armed services. 

Such action is very necessary at this time. About 800,000 veterans will be dis- 
charged from the armed services this summer. Many of them are quite young 
and have not had a chance to be employed in so-called covered employment and 
are therefore not eligible for receiving State unemployment compensation. Cer- 
tainly they have every right to be protected by unemployment compensation until 
they can obtain jobs in civilian life. To do otherwise would have the effect of 
penalizing them for their service in the Armed Forces, 

The bill provides for unemployment compensation to be paid to an ex-service- 
man in weekly amounts ranging from 50 to 70 percent of his weekly wage, or $36 
to $50, depending on the number of his dependents, whichever is greater. The 
Federal Government would pay the costs of the benefits over and above the 
amount, if any, which the unemployed veteran would have received under the 
State law. It would also pay the entire cost of administration by the States. 

As I have stated, the American Federation of Labor has long favored the estab- 
lishment of Federal minimum standards of unemployment insurance benefits. 
Such standards are necessary for all unemployed workers, but we recognize that 
they are not likely to be enacted immediately. However, here it is imperative 
to extend the protection of such standards to veterans coming out of the Armed 
Forces. Certainly we can do no less than to assure them an equal opportunity 
in every State to make the transition to civilian life without undue hardship. 


We, therefore, strongly recommend the enactment of H. R. 7277. 


SUMMARY OF RECOMMENDATIONS 


In conclusion, I should like to emphasize again the immediate urgency of action 
to strengthen our unemployment-insurance system. The fact that we have per- 
mitted the unemployment-insurance system to be splintered into 52 different 
programs has created many serious problems. These problems can only be met 
by effective leadership on the part of the Federal Government. However, we 
would strongly counsel against the adoption of any allegedly ameriorative meas- 
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ures which would make worse the problems which already exist and also create 
new problems, We, therefore, strongly support the following measures which 
your are now considering. 

1. H. R. 3391, which would extend unemployment-insurance coverage to em- 
ployers of one or more employees. 

2. H. R. 6954, which provides for Federal reinsurance grants to strengthen 
the unemployment-insurance systems in States whose funds have been depleted 
by adverse economic conditions. 

3. H. R. 6174, providing for supplementary unemployment benefits to meet 
special conditions under the defense program. Let me say that H. R. 6487 in- 
troduced by Representative Lane incorporates in part the purpose of extending 
duration we seek to achieve. 

4. H. R. 7277, which would provide unemployment-insurance protection for 
unemployed veterans. 

American workers want jobs. Their economic well-being will depend on our 
ability to provide sufficient jobs at good pay to maintain an adequate standard 
of living. However, we cannot close our eyes to the unemployment which does 
exist and has a severe impact on the well-being of hundreds of thousands of 
families of American workers. They have every right to the assurance that 
the unemployment-insurance system will be able to provide them with a min- 
imum standard of living until they are able to obtain jobs. 

The American Federation of Labor, therefore, urges Congress to take prompt 
and effective steps to strengthen the unemployment-insurance system, strong 
enough and ready to meet the needs of unemployed workers in the years ahead, 
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Mr. rahe oy Let me, first of all, commend the subcommittee for 
devoting its efforts to the strengthening and improvement of our 
unemploy ment-insurance system at this critical time. The American 
Federation of Labor believes that the time is decisive and that the 
action of Congress in this session will have a far-reaching effect, not 
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only on the future of our unemployment-insurance system, but also 
on the future soundness and stability of our whole economy. 

Unemployment insurance provides an important and necessary safe- 
guard to the worker against the major economic hazard—joblessness. 
It is the main bulwark against privation and want that come with 
unemployment. 

Unemployment insurance is not a cure for 2, sein a It has a 
vital function to perform in periods of high employment when many 
workers may be rendered jobless due to a variety of conditions, in- 
cluding economic changes affecting a particular industry or a particu- 
lar area or locality. Most important of all is the fact that unem- 
ployment insurance can and will provide in a period of declining 
employment a cushion to the sharp fall in the purchasing power of a 
great many workers. In this it not only aids the particular worker 
and his family to avert distress, but also helps arrest the downward 
swing of the business cycle and check the forces that go into the making 
of a full-fledged depression. 

In the rest of the section, Mr. Chairman, I point out that we have 
gone through a revolutionary course of changes in our economy. Spe- 
cialization, mechanization, and technological changes have made our 
pattern of economy a close-knit one. It is imposstble any longer for 
the worker to depend on his relatives, on the family unit that lives 
together for dependence. A part of this great technological change 
is the need for the community to recognize its responsibility toward 
the individual worker who depends entirely on his wages for his 
livelihood. Unemployment insurance is a part of it. We have had 
a part in advancing in that connection, since unemployment insurance 
was put into effect and the time has come when these changes have 
to be recognized and the system itself must be strengthened in the 
light of these changes in order to be able to meet them in the future. 
Unless that is done the system will not be able to withstand the changes 
and accomplish the purposes which it is designed to serve. 

Now, turning to unemployment in the defense economy, unemploy- 
ment insurance performs a very important function in the current 
period of defense mobilization. While for the country as a whole 
unemployment is at a relatively low level, workers in particular areas, 
industries, and occupations have been hit hard by unemployment. 
According to the Bureau of the Census, unemployment in mid-March 
was about 1,800,000, or 2.9 percent of the labor force. This repre- 
sented a slight decrease from the level of unemployment in February, 
partly due to the seasonal rise in employment that usually begins with 
the coming of spring. 

There are 21 large areas and 14 small areas which are described 
by the Department of Labor as “areas of substantial labor surplus.” 
In these areas unemployment is at least twice the national level, rang- 
ing from 6.2 percent in Reading, Pa., to 20.8 percent in Lawrence, 
Mass. 

In connection with these figures, Mr. Chairman, I wonder if it 
will be agreeable to have this table inserted at the conclusion of my 
statement ? 

Mr. Foranpv. Without objection that will be done. 

Mr. Suisuxrin. That lists the areas and the percentage of unem- 
ployment in each one. 


” 
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Between January and March of this year the Labor Department 
added five larger areas and nine smaller ones to its list of areas in 
which there was a substantial labor surplus, while only two areas were 
removed from this list. This is an important indication that unem- 
ployment is still increasing in a number of areas. 

The Labor Department’s most recent report on insured unemploy- 
ment indicates that there were 350,000 more insured unemployed in 
mid-March 1952 than there were during the same period in March 
1951. , 

A glance at this most recent report indicates how unemployment is 
increasing in some areas and industries even though total unemploy- 
ment for the Nation has decreased somewhat in recent weeks. For 
example, new unemployment is reported in the textile industry in 
Connecticut, Maine, Illinois, North Carolina, Pennsylvania, Rhode 
Island, Vermont, and Virginia. 

Other industries in which workers were laid off were coal mining 
in Illinois and Pennsylvania; shoes in Illinois, Maine and New York; 
food processing in Illinois, Louisiana, and Maryland; and lumbering 
and logging in Maine, Louisiana, Montana, and Oregon. The report 
also points out a very significant development, and that is that an 
apparent decrease in unemployment benefits claimed has been often 
due to the exhaustion of benefit rights by some claimants rather than 
to an actual decrease in the number of unemployed workers. 

The information on unemployment trends provided by the Depart- 
ment of Labor has been, in recent weeks, confirmed and supplemented 
by reports from our own affiliates. From unions in entirely different 
industries we have had reports of spreading lay-offs. 

At this point, Mr. Chairman, my statement summarizes, not all of 
them, but the most pertinent reports that have come in on the question 
of a trend in the defense eccnomy toward unemployment, and as 
directly reported by our affiliates. 

Now, one proposition that I would like to present to the committee 
most emphatically is that we must be prepared for the winning of 
the peace. 

All of these facts that I have presented underline the important 
function the unemployment-insurance system must perform at the 
present time. However, even more important than this consideration 
is the very evident fact that the unemployment-insurance system must 
be improved and strengthened now so that it will be geared to cope 
with the readjustment that the Nation will face after the defense 
program reaches its peak. Even if we are able to make the postdefense 
readjustment without too great an upheaval there can be no question 
that reconversion of many industries will necessarily result in a con- 
siderable volume of unemployment. It is difficult to predict now how 
serious this problem will become because it will depend on many factors 
which cannot no be foreseen. No one but the Kremlin gang can tell 
when and in what form Communist aggression might strike. We must 
not be deluded by the current “peace offensive.” Defense mobilization 
must goon. But once the aggressive forces are contained, once peace 
is assured, our economy must be ready to achieve a smooth transition. 
To fail to take the necessary steps now to be prepared to meet an 
adverse situation at that time would be a gross dereliction. Strength- 
ening our unemployment-compensation system is a major step to this 
end and must be taken without delay. 
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As we visualize it, Mr. Chairman, we are approaching in our 
national policy and world strategy the point at which the winning 
of the peace will be achieved. There is some future day that might 
be called “VP-day,” at which aggression will be done, and from that 
int on our greatest danger is that of playing into the hands of the 

remlin to achieve what they want most, and that is to have large- 
scale unemployment, or have no protection against that unemploy- 
ment, and have the effect of that unemployment so destructive to 
our economy. 

The unemployment-insurance system must.be modernized. This 
leads me to a consideration of some of the basic deficiencies which 
we, in the American Federation of Labor, see in our existing unem- 
ployment-insurance system. It must be brought up to date. Its 
first defect is the low level of standards predominating in the system. 

Second, and perhaps the most alarming defect, is the wasteful and 
costly confusion arising from the helter-skelter of 52 different unem- 
ployment-insurance systems which operate with widely different stand- 
ards under peculiar and widely different systems of financing and 
with no appreciable degree of coordination or cohesion. 

Third, is the failure of the system to extend the needed protection 
to workers employed by small employers and to workers employed in 
agriculture. 

The American Federation of Labor has consistently maintained 
that the Federal Government has a direct responsibility to see to it 
that the State unemployment-insurance systems meet at least a mini- 
mum level of standards, and that their financing is founded on 
equitable, economical, and sound principles. This is a responsibility 
that Congress must discharge without delay. 

The existence of widely divergent, home-tailored unemployment- 
insurance systems in every State and territory is inconsistent with 
the increasing interdependence of the modern American economy. 

Our giant corporations have plants in many States. A multitude 
of contractors, subcontractors, and distributors throughout the land 
are completely dependent on every whim of one such corporation. 

Our system of transportation and distribution is organized largely 
on an interstate basis. There is an increasing mobility of workers, 
particularly during periods when there are rapid changes in the 
economy. ‘This is especially true now during this period of defense 
mobilization. It would also be true during a period of readjustment 
coming after the peak of the defense program. 

It is unrealistic to continue to countenance the wide disparity in 
standards and financing methods of State unemployment-insurance 
systems in the face of interdependence which has developed in all 
sectors of our economy. 

The need for uniform minimum standards is urgent and imperative. 

We therefore support measures which would provide them. 

We believe that early consideration should be given to the bill 
introduced by Congressman McCormack at the beginning of the 
Eighty-second Congress, H. R. 525, which would introduce uniform 
minimum standards into the unemployment-insurance system. 

The low level of standards in some of the States can be laid largely 
at the door of inequitable and inadequate systems of financing. 

The so-called experience rating which serves the dubious purpose 
of strengthening the strong business enterprise at the expense of the 
weak has been carried to aheurdity in a number of States. 
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Permitting some employers to reduce their taxes almost to zero. 
experience — heavily depleted the source of funds which could 
permit the development of adequate standards in the State unem- 
ployment-insurance systems. 

his trend, accelerated in recent years, must be reversed if the 
unemployment insurance system is to serve the purpose for which it 
was originally intended. The unemployment insurance funds must 
be built up so that the standards can be improved, and to do this tax 
receipts should be maintained at sufficiently high levels. 

I turn now to the bills under the immediate consideration of your 
committee, dealing with financing and operation of the State unem- 
ployment insurance systems: the Forand bills, H. R. 3391 and H. R. 
6954; and the Mills bill, H. R. 4133. 

The American Federation of Labor supports H. R. 3391, and H. R. 
6954, and opposes H. R. 4133. 

There is only one feature of H. R. 4133 which we would support, 
and that is the provision which would extend coverage of unemploy- 
ment insurance to employers who at any time during the taxable year 
have one or more employees in covered employment. However, since 
the Forand bill, H. R. 3391, contains a provision effectively carrying 
out this purpose, it is unnecessary to consider this portion of H. R, 
4133. 

The Federal Unemployment Tax Act requires only establishments 
employing eight or more persons in at least 20 weeks in the taxable 
year to pay the Federal unemployment tax. However, somewhat 
more than half of the States have more liberal provisions regarding 
coverage. 

I might summarize the situation as it exists, Mr. Chairman, in this 
statement by pointing out that there is no justification for continued 
exclusion of employees in small esablishments from the protection 
of unemployment compensation. 

I also indicate that the matter should not be left to the States, 
that a uniform standard of coverage is essential, particularly at this 
time when there is such a great deal of movement of the workers from 
place to place, as well of the impact of mobilization—military as well 
as industrial mobilization—and that the standard should be applied 
Nation-wide. 

We urge that this minimum standard be introduced into the unem- 
ployment-insurance program. We therefore recommend immediate 
enactment of H. R. 3391 to extend coverage of unemployment insur- 
ance to employers having one or more individuals in employment. 

I turn now to a consideration of the Forand bill, H. R. 6954, and 
the Mills bill, H. R. 4133, intended to provide financial assistance to 
States for their unemployment-insurance programs. 

Although both of these bills are intended to provide additional 
funds for State unemployment-insurance programs they differ radi- 
cally in the methods by which they would attempt to accomplish 
this objective. Both bills would earmark the proceeds of the Federal 
perio, att tax for use exclusively in the unemployment-insur- 
ance program either for administrative expenses or for payment of 
benefits to — workers. We believe that such earmarking 
is highly desirable. 


At this point the similarity between the two bills ends. 
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In the portion of the statement immediately following I am sum- 
marizing, Mr. Chairman, the provisions of these two bills, pointing 
out the merits of the Forand bint and the demerits of the Mills bill. 
I would like to leave that on the record and turn to the consideration 
of the two specific provisions in these bills. ivi 

First, with reference to administrative financing, under the existing 
law, the States are receiving from the Federal Government such 
amounts—and ouly such amounts—as the Congress and the Secretary 
of Labor deem necessary for effective and efficient administration of 
the State programs. 

Under the korand bill, H. R. 6954, this method would be continued. 
The Forand bill would safeguard and maintain the vital principle 
that the Congress shall control the Federal purse. 

The Mills bill, H. R. 4133, contains a dangerous proposal that the 
purse strings of the United States Treasury and control over Federal 
funds be given out of hand to State administrators. In effect, the 
yroposal would have the Federal Government abdicate its responsi- 
Pitity to the State agencies. 

We strongly feel that allocation of funds without specification of 
purpose under a specific limitation would open the way to many 
abuses and distort the pattern of sound administrative procedures. 

We also feel that the distribution of Federal funds to the States 
on a basis proportionate to the distribution of State taxable wages is 
extremely unsound and unrealistic. 

There is no reason whatsoever to assume that the financial needs of 
State unemployment insurance systems bear a direct and rigid rela- 
tionship to their proportion of taxable wages. The funds of some of 
the smaller States are most likely to be depleted. 

However, under H. R. 4133 they would be entitled to receive only 
a very small proportion of the total amount, distributed in the form 
of these gifts for undesignated purposes. 

The major problem is to assure that State funds will be in a strong 
enough financial position to provide effective administration and to 
make possible the payment of adequate unemployment insurance 
benefits. 

There is also a question, Mr. Chairman, I might add, of the ability 
of some of the States, under their State constitutions, to accept loans 
in the form as proposed by H. R. 4133. 

I now turn to the reinsurance grants to States, a problem which is 
imminent and immediate and which calls for a remedy without delay 
if the soundness of the reserve funds of the States is to be assured to 
take care of such developments as might take place or even of the 
current needs. 

Equally fundamental are our objections to the provisions of H. R. 
4133 proposing loans to States whose reserves have been depleted. 
The loan-fund provisions of the Milis bill simply fail to provide a 
solution to the problem of sustaining the State reserves. They call 
for temporary loans which require automatic lowering of the Federal 
tax offset in the event loans are not promptly repaid. 

H. R. 4133 seems to be based on the hypothesis that the States whose 


funds are depleted are simply profligate spendthrifts. It seems to 
assume that the States could really make the choice if they only wanted 
to do so of quickly building up their funds to the point where they 
‘an repay the loans which would be advanced tothem. This approach 
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closes its eyes to the basic facts of economic life which bring about 
the situation in which the unemployment insurance funds of some 
States are substantially worse off than others. A State in which a 
high proportion of workers are employed in declining industries, or 
a State in which there are many seasonal industries, is obviously in a 
worse position than one in which there 1s an expanding economy. | 

There is no reason whatsoever to think that the States which are in 
a more or less long-term adverse economic situation wiil ever be able 
to repay the loans provided for in H. R. 4133. On the contrary, they 
will be in perpetual debt ; and because of the provision for the 5-percent 
decrease in the Federal tax offset each year, they will be forced to in- 
crease their taxes and, much more important, to reduce their benefit 
standards. At the same time, under H. R. 4133 most of the excess in 
the unemployment trust account would be dissipated among States 
which had no real need, and without any controls on the expenditure 
of the funds exercised by the Federal Government. 

The Forand bill, H. R. 6954, provides for limited grants restricted 
to actual needs and available only to States which by maintaining their 
tax level at a minimum rate of 2.7 percent demonstrate they are doing 
everything possible to obtain necessary funds within the State. The 
Forand bill frankly recognizes the need for the Federal Government 
to assist in the strengthening of the unemployment-insurance pro- 
grams in those States which, through no fault of their own, find that 
their funds are being depleted. It would encourage maximum State 
effort by requiring the States to suspend reduced contribution rates 
before obtaining Federal grants. By maintaining Federal controls 
over the use of the funds made available to the States, maximum econ- 
omy would be encouraged in the expenditure of the funds. 

Looked at from what we consider to be the primary consideration, 
namely, the protection of the unemployed worker, H. R. 6954 is the 
only workable and acceptable solution to the problem. 

H. R. 4133 is unlikely to provide funds to those States which are in 
greatest need of them. ‘The funds of these States would be in per- 
petual financial adversity. 

These States, therefore, would be under heavy pressure to reduce 
their standards. On the other hand, H. R. 6954 would strengthen the 
funds of the weakest States by requiring maintenance of sufficiently 
high tax rates as well as by the Federal assistance. 

Under the Forand bill, it would be possible for the workers in these 
States to receive as adequate protection as their fellow workers who 
happen to be employed in States with more favorable economic 
conditions. 

For these reasons, we ask for the enactment of the Forand bill, H. R. 
6954. 

I now turn to the problem of emergency supplementation of unem- 
ployment benefits. 

In summary in the statement that follows we recommend the enact- 
ment of the Dingell bill, H. R. 6174. and there are several bills associ- 
ated with it, notably, the Lane bill, H. R. 6437, which reflects, to some 
extent, the kind of recommendations we are making to amend the 
Dingell bill. 

What we feel should be done is to follow the pattern laid down in 
the Senate bill that was approved by the Senate in 1945 to meet this 
one problem. In the Moody-Dingell bill supplementation goes only 
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to the amount of State benefits that are provided already by the States. 

Now, we feel that supplementation should go also to duration, that 
if there is a long term of unemployment as a result of these dislocations 
and workers exhaust their benefits in a community as a result of the 
defense impact, and there is no prospect of reemployment this supple- 
mentation is very important, and the present bill would leave therm 
just where they are, because they would not be entitled to those benefits, 

Mr. Foranp. You would have supplementation apply to both the 
amount of benefits and the duration of benefits? 

Mr. SutsuKrn. That is right. 

Mr. Foranp. Thank you. 

Mr. Sutsuxin. We also have one further recommendation, which 
would provide for a transportation allowance to workers in the areas 
in which there is no prospect of immediate relief in getting jobs in 
order to be able to utilize their skills where they might be very much 
needed in the defense economy, to provide for them and for their 
families transportation to those places. 

Mr. Foranp. You mean transportation out the area where they are 
now employed to some other spot where there would be employment?! 

Mr. SuisHxin. Yes, sir; that is right. 

Mr. Foranp. Thank you. 

Mr. Suisuxrn. Turning now to the proposal for unemployment 
insurance for veterans, as contained in the Roosevelt bill, H. R. 7277, 
I would like to indicate our support of this proposal. This bill would 
assure unemployment insurance protection to veterans of the armed 
services. 

The bill provides for unemployment compensation to be paid to an 
ex-serviceman in weekly amounts ranging from 50 to 70 percent of 
his weekly wage, or $36 to $50 depending on the number of his de- 

ndents, whichever is greater. 

The Federal Government would pay the costs of the benefits over 
and above the amount, if any, which the unemployed veteran would 
have received under the State law. It would also pay the entire cost 
of administration by the States. 

As I have stated, the American Federation of Labor has long fa- 
vored the establishment of Federal minimum standards of unem- 
ployment insurance benefits. Such standards are necessary for all 
unemployed workers, but we recognize that they are not likely to be 
enacted immediately. However, here it is imperative to extend the 

rotection of such standards to veterans coming out of the Armed 
Devens. Certainly we can do no less than to assure them an equal 
opportunity in every State to make the transition to civilian life with- 
out undue hardship. We, therefore, strongly recommend the enact- 
ment of H. R. 7277. 

In conclusion, I should like to emphasize again the immediate ur- 
gency of action to strengthen our unemployment insurance system. 
The fact that we have permitted the unemployment insurance system 
to be splintered into 52 different programs has created many serious 
problems. These problems can only be met by effective leadership on 
the part of the Federal Government. However, we would strongly 
counsel against the adoption of any allegedly “ameliorative” measures 
which would make worse the problems which already exist and also 
create new problems. We, therefore, strongly support the following 
measures which you are now considering. 
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1. H. R. 3391, which would extend unemployment insurance cover- 
age to employers of one or more employees. 

2. H. ih. 6954, which provides for Federal reinsurance grants to 
strengthen the unemployment insurance systems in States whose funds 
have been depleted by adverse economic conditions. 

3. H. R. 6174, providing for supplementary unemployment benefits 
to meet special conditions under the defense program. Let me say 
that H. R. 6437, introduced by Representative Lane, incorporates in 
part the purpose of extending duration we seek to achieve. 

4. H. R. 7277, which would provide unemployment insurance pro- 
tection for unemployed veterans. 

American workers want jobs. Their economic well-being will de- 
pend on our ability to provide suflicient jobs at good pay to maintain 
an adequate standard of living. However, we cannot close our eyes 
to the unemployment which does exist and has a severe impact on the 
well-being of hundreds of thousands of families of American workers. 
They have every right to the assurance that the unemployment in- 
surance system will be able to provide them with a minimum standard 
of living until they are able to obtain jobs. 

The American Federation of Labor, therefore, urges Congress to 
take prompt and effective steps to strengthen the unemployment in- 
surance system, strong enough and ready to meet the needs of unem- 
ployed workers in the years ahead. 

Now, Mr. Chairman, this concludes my statement. In addition, I 
would like to have your permission to submit for the record a supple- 
mentary statement by Mr. Frederick F. Umhey, executive secretary of 
International Ladies’ Garment Workers Union, dated April 5, 1952. 

Mr. Foranp. Without objection it may be inserted in the record. 

Mr. Sutsuxrn. Thank you, Mr. Chairman. This union has sub- 
mitted one statement on the extension of coverage of the Federal un- 
employment tax to employers of one or more. This other statement 
deals with the Forand and Mills bills, and if both of these statements 
could follow my statement in the record I would appreciate it. 

Mr. Foranp. Without objection they may be included. 

(The matter referred to is as follows:) 


STATEMENT BY FrepeRICK F. UM®eEY, EXx&cuTive SecreTary, INTEKNATIONAL 
LADIES’ GARMENT WORKERS’ UNION 


The International Ladies’ Garment Workers’ Union strongly urges the sub- 
committee to approve the provisions in H. R. 3391 and H. R. 4133 which would 
extend the coverage of the Federal Unemployment Tax Act to employers of one 
or more workers. 

That all workers need the protection of unemployment insurance was recog- 
nized at the very outset of the program in 1935. Yet today some 314 million 
workers still do not have that protection only because they work for small 
employers. This size-of-firm restriction was the result of an admittedly tempo- 
rary compromise adopted in the original act to meet some of the economic and 
administrative arguments of its opponents. That “temporary” compromise is 
now 17 years old and is without question outdated and unwarranted. There is 
no longer any economic or administrative justification for barring such workers 
from the protection afforded by unemployment insurance. 

Economically, it is clear that the basic aims of the unemployment insurance 
program cannot be fully achieved without the extension of coverage to all em- 
ployees. The program was designed to assist the unemployed worker, to help 
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his community and to bolster the Nation’s economy. The lack of full coverage 
tends to defeat each of these basic aims. 

Certainly, the worker who is laid off by a firm which has two workers on its 
payroll is in no better position than the worker who is laid off by a firm which 
has nine workers. He is as much unemployed and as much in need. Yet in 
34 States, when he appears at his local unemployment insurance office he will be 
told that he cannot receive benefits—not because his income is greater or his 
need less—but only because his employer's work force was smaller. It is mani- 
fest that such a situation is unjust and without any basic economic sense. 

For the community, the unemployed worker who was formerly employed by a 
small firm and who is without resource can only mean another welfare client 
and an additional tax burden. It is sheer economic waste and an unnecessary 
risk to refuse to extend full coverage to all such workers. The lack of economic 
justice in the size-of-firm restriction is apt to be most severely felt in small 
communities where there is a higher proportion of small employers whose 
workers are pot covered by unemployment insurance. In such towns, the 
prospect of immediate reemployment is always smaller and the need for uneto- 
ployment insurance to tide the unemployed worker over until his job reopens 
is that much greater. Furthermore, the burden of the unemployed worker who 
is not entitled to unemployment insurance benefits is much heavier on the small 
community. At the same time, the assistance which unemployment insurance 
benefits would provide, not just to such workers in small towns, but to its 
merchants and the community as a whole, is similarly much larger propor- 
tionately. Finally, the extension of unemployment insurance benefits to the 
employees of small firms in small towns would help stem the exodus of young 
and skilled labor from these communities and thereby assist in stabilizing the 
labor murkets in both small and large communities. 

Nor can it be doubted that the failure to provide the basic minimal protection 
of unemployment insurance to workers employed by small firms must neces- 
sarily have a depressing effect on the Nation's purchasing power and economy. 
At a time when we can look forward only to a period of long mobilization and 
preparedness, it is clear that the dislocations in our economy are apt to in- 
crease and to be of increasing severity. Under such circumstances, the need 
for extending unemployment insurance to all workers will become increas- 
ingly critical. 

Furthermore, the absence of full coverage gives an unfair economic advantage 
to the employer of seven workers, for example, who does not contribute at all 
to the unemployment-insurance program while his competitor who employs 
eight workers must pay the unemployment-insurance tax. There is no sound 
reason Why this employer should not have the same obligation as his competitor 
nor why his employees should not be afforded the same pretection given the 
employees of his competitor. 

Finally, the lack of full coverage has been a positive deterrent to the devel- 
opment of small enterprises. The failure to extend coverage uniformly to all 
employers has constituted a definite handicap to the small employer wishing 
to attract experienced personnel. Workers are well aware that the rate of 
business mortality among small firms is considerably higher and that as a re- 
sult the prospects that the employees of such small enterprises will need unem- 
ployment insurance is correspondingly greater; workers are therefore under- 
standably reluctant to take positions with such employers. Even where a 
smnall employer wants to elect coverage, he is reluctant to do so when such 
coverage is not mandatory for his competitors. 

In short, if the unemployment insurance program is to fulfill its basis eco- 
nomic function for the worker, the community, and the Nation, and is not to 
act as deterrent to fair competition, its coverage must be extended to all workers. 

Certainly, it can no longer be contended that there are any serious adminis 
trative problems involved in the extension of coverage. The experience of States 
with full coverage indicates that it is completely feasible. This is underscored 
by the fact that these States differ considerably in their economic character- 
istics, some with highly concentrated industrial areas, such as Pennsvivania. 
and some characterized more by sparsely populated areas, such as Montana. 
Similarly, experience with full coverage under the Federal old-age and survi\ 
ors insurance program makes it evident that the problem of administration is 
no real handicap. 

On the contrary, the elimination of the size-of-firm restriction has positive and 
proved administrative advantages. It has been invariably found that full cov 
erage means lower costs in determining the liability status of employers and 
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the eligibility status of workers. The many border-line questions and special 
administrative checks required where there is less than full coverage are elimi- 
nated automatically by full coverage. There are consequently fewer collection 
and auditing problems. In addition, the fact that coverage would be the same 
under the social-security and withholding-tax laws makes the policing of tax 
liability under the Federal Unemployment Tax Act a considerably simpier task. 
The International Ladies’ Garment Workers’ Union has for a number of 
years urged the extension of tull coverage in New York State, where coverage 
extends only to employers of four or more. The enactment of the provisions 
on coverage in the bills before the committee would not only automatically ex- 
tend the coverage under the many State laws whose coverage provisions are 
geared automatically to changes in the Federal law, but it would also encourage 
and facilitate the extension of coverage in States like New York whose coverage 
provisions are not so automatically related to the Federal act. We, therefore, 
urge the enactment of the coverage provisions of H. R. 3391 and H. R. 4133. 


SUPPLEMENTARY STATEMENT BY FREDERICK F. UMHey, EXxecUrive S&cRETARY, 
INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION 


The International Ladies’ Garment Workers’ Union has previously submitted 
to your subcommittee a statement (dated March $1, 1952) giving its position on 
the extension of coverage of the Federal Unemployment Tax Act to employers 
of one or more workers. We request, at this time, that this supplementary 
statement be also placed on record with regard to several other aspects of the 
unemployment insurance legislation pending before the subcommittee. 

The national emergency and rearmament, forced upon us by the rulers of the 
Kremlin, brought in its wake serious dislocations to our economy. The need to 
reconvert to defense production called for the imposition of many economic 
controls. Scarce resources were diverted from civilian industry to defense. 
Limtations on the use of materials, coupled with controls imposed on consumer 
credit, as well as other control measures, result in many instances in heightened 
unemployment among workers normally engaged in the production of goods for 
the civilian markets. Such “reconversion” unemployment is local in character 
and tends to persist despite the high levels of employment elsewhere in the 
country. where defense production is booming and where diversified employment 
opportunities exist. 

There is, of course, no doubt that the national interest in rapid build-up of 
defense leaves us no alternative but to rearm even at the cost of such dislocations, 
It is, however, manifestly unfair to place the whole burden and pain of the 
reconversion process on the worker whose normal employment disappears or is 
substantially submerged in the process of the defense build-up. These costs of 
the reconversion process are a proper charge against the Nation and not against 
the affected individuals. TH. R. 6174, now before this subcommittee, recognizes 
that alleviation of hardships imposed by the defense program on many workers 
must be handled as one of the costs of defense. The proposal advanced by the 
bill—to supplement unemployment insurance benefits paid by the State from 
Federal funds whenever the Siate’s governor certifies unemployment is substan- 
tial in one or more areas of the State—is sound and deserves full support of 
the subcommittee. Unfortunately, however, the bill does not go far enough. 
Dislocation brought about by the defense program increases not only the impact 
of unemployment but also its duration. Many workers, in areas disrupted by 
the emergency, have exhausted their right to unemployment compensation or will 
do so shortly. We recommend, therefore, a Federal supplementation of benefits 
to provide payments for a longer period of time, at least up to 39 weeks. 

The principle of aiding those segments of our national community who are 
unduly affected by the defense program, as proposed by H. R. 6174, is not new. 
Congress has already provided for the alleviation of hardships as they may arise 
in the case of the Nation’s businessmen. These took the form of special depre- 
ciation allowances in the case of facilities required by defense; special carry- 
back and carry-forward tax provisions; aid and assistance to small business. 
The same consideration as has been extended to our country’s businessmen is 
extended, in the case of H. R. 6174, to our Nation’s workingmen. The action is 
eminently just and deserves the full support of the subcommittee. 

The existence of the national emergency high lights another important problem 
in the field of unemployment compensation. The impact of unemployment on 
the different States varies widely due to the divergent character of their econ- 
omies. Even if the long-range financial set-up of a particular State unemploy- 
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ment insurance system is sound, emergency conditions may bring it to the verge 
of insolvency. This has long been recognized and as a result title XII has been 
embodied in the Social Security Act as a temporary measure. However, grants 
of assistance in the form of repayable loans (as presently provided by title XII 
or as proposed by H. R. 4133) fail to get to the root of the problem. This bill 
further sets up highly undesirable provisions regarding disbursement to the 
State from 80 to 100 percent of tax collections in excess of administrative costs. 
Thus it not only destroys every vestige of control enjoyed by the Federal Gov- 
ernment over the proper and efficient administration of the State laws but also 
sets up a basis of disbursement to the States completely unrelated to their 
financial requirements. It should be rejected. 

On the other hand, H. R. 6594 establishes a much sounder system of reinsur- 
ance, providing payments to the States whenever their reserves approach exhaus- 
tion. This bill sets forth a definite standard which must be met before any 
State can apply for Federal help. This prerequisite of a minimum contribution 
rate of 2.7 percent will definitely induce the States to pay greater attention to 
the fiscal structures of their unemployment insurance laws and to undertake 
some corrective action on their own to improve tax yields to their funds. H. R. 
6594, however, provides no assurance that the States will not resume their 
unsound fiscal policies once the immediate crisis has been alleviated. In instance 
after instance the States have squandered a part of their unemployment-insurance 
reserves through the provision of excessive tax refunds or credits to employers 
in the periods of high employment. Unsound merit or experience rating provi- 
sions are thus to a considerable extent responsible for the financial distress in 
which the various unemployment compensation funds find themselves. To pre- 
vent such recurrence in the future H. R. 6594 should be amended to provide, in 
addition to its present standards, for the suspension of experience rating in the 
laws of the States applying for relief. The use of Federal unemployment tax 
collections for State and Federal administration, as provided by H. R. 6594, is, 
of course, also eminently sound. We therefore strongly urge your subcommittee 
to report favorably on H. R. 6594. 

The existence of the national emergency has also revived the problem encoun- 
tered during World War II—the need for protecting unemployment insurance 
rights of veterans. We therefore also urge your subcommittee’s support of 
H. R. 7277, which provides unemployment compensation for ex-servicemen. 


Mr. Foranv. Does that complete your statement ? 

Mr. Sutsuxtn. I just want to indicate that many of our affiliates 
wanted to testify on this matter. We have a number of requests to 
us for an opportunity to come with us and testify before this commit- 
tee. If we had all of our representatives here who wanted to present 
such testimony they probably would have taken the time of the com- 
mittee for at least 2 ok We suggested that they submit statements 
in writen form in order to save the committee’s time. Would that be 
agreeable, Mr. Chairman? 

Mr. Foranp. Yes, the committee announced at the very beginning of 
the hearings that those who cared to file briefs could do so, that the 
briefs would be received and made a part of the record. 

Mr. SuisuKkr1n. We have one more statement which I think should 
be presented by Mr. Brown. Mr. Brown has a statement to present on 
behalf of the Rhode Island Federation of Labor. That will be all the 
testimony of the American Federation of Labor, but Mr. Rourke was 
prevented by illness from being here. He was scheduled to appear. 
Mr. Downey is here representing the Massachusetts State Federation 
of Labor, and if you could have those statements follow my statement I 
would be very grateful. 

Mr. Foranp. Are there any questions? If there are no questions 
we thank you for your contribution, Mr. Shishkin. 

Mr. SutsuKin. Thank you, Mr. Forand? 

Mr. Foranp. Now, Mr. Brown, you are next on the list. Will you 
give your name and the capacity in which you appear for the benefit 
of the record? 
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STATEMENT OF EDWIN C. BROWN, SECRETARY-TREASURER, 
RHODE ISLAND STATE FEDERATION OF LABOR 


Mr. Brown. Edwin C. Brown, secretary-treasurer of the Rhode 
Island State Federation of Labor. 

Before I get into my statement I have been looking over this state- 
ment given by Mr. Frank Shy from Rhode Island, representing the 
Associated Industries of Rhode Island, Inc. There is goes d a typo- 

phical error in his statement where he refers to Rhode Island 
So In paragraph (d) on page 6 it states: 

Rhode Island law provides for a qualifying wage amount of only $100 in the 
base period. 

I think that $100 possibly is a typographical error, because quoting 
from a pamphlet that is put out by the Division of Employment Se- 
curity in Rhode Island, which states the law, and which has been the 
law over some period of years now, this brief statement says: 


You must earn at least $300 in the base period to qualify for benefits. 


Mr. Foranv. I might say right there that when Mr. Bride, of the 
Department of Employment Security in Rhode Island, testified he 


made that point, that it was $300. 
Mr. Brown. I understand that Mr. Shy testified yesterday, and 


I wanted to call your attention to that. 

«Before I left to come down here I saw this in the Saturday, April 
5 issue of the Providence Journal. This shows the endorsement of 
the Forand bill by the executive committee of the Providence Chamber 
of Commerce and it says: 


The executive committee authorized a communication to Representative For- 
and (Democrat, Rhode Island) endorsing the bill introduced by Senators Green 
and Pastore for Federal reinsurance of unemployment compensation. 


I mention that now because there may have been a possible dela 
in that matter being transmitted here, so I wanted that in the record. 

Mr. Foranp. The chairman would like to say right here that he 
has received a letter from Mr. Paul Ladd to that effect, and intends 
to insert it in the record. 

Mr. Brown. Thank you. 

(The statement submitted by Mr. Brown is as follows :) 


Congressman Forand, distinguished members of the Ways and Means Com- 
mittee, the American Federation of Labor in Rhode Island is greatly concerned 
over the declining economic condition of our State. 

The definite possibility of our employment security fund becoming depleted 
compels us to endorse the so-called reinsurance provisions contained in H. R. 
6954. This bill requires the sympathetic and understanding consideration of 
your congressional committee. We need help, In the mist cf higi national 
employment our economy is sick. The only tonic that promises a cure is H. R. 
6954. We respectfully request and strongly urge that you recommend adoption 
by the House of Representatives of this bill that will provide supplemental 
aid to distressed States. 

No doubt, the appropriate officials from Rhode Island have adequately set 
forth the seriousness of our plight and have provided the necessary factual 
data. I do not feel there is much that I should add in that regard. It is unfor- 
tunate that we have such an unbalanced economy. 

The burden that would be imposed by recourse to a repayable loan or a higher 
tax rate would merely further aggravate the condition without attempting to 
correct it. It is our opinion that no employer in any given State should be 
required to pay a tax in excess of the current 2.7 now in effect in Rhode Island, 
Such a tax would place an employer at a decided and unfair competitive dis- 
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advantage. The program is national in scope and should be financed in such 
au manner that no manufacturer would be penalized for an economic condition 
over which he has no control. To set up such a cost differential by increased 
taxes would discourage the creation of new industries within our State and 
would lead to the migration of some of the State’s industries to other areas. 
We representatives of organized labor in Rhode Island have been under constant 
pressure to initiate legislation that will liberalize our present act, increase 
benefits, include dependents, etc. 

However, while we are aware of the fact that the provisions of the Rhode 
Island Act should be liberalized and be more in keeping with the time, we are 
realists enough to understand that our economy does not justify such liberaliza- 
tion of our Employment Security Act at this time. 

Since the inception of this program, benefit payments in Rhode Island have 
been increased only negligibly and have not kept pace with those of other in- 
dustrialized States. The bill sponsored by Congressman Mills (H. R. 4133) offers 
a degree of temporary relief and in some instances, it may be satisfactory. How- 
ever, due to the precarious condition of our reserve fund in Rhode Island and 
the uneven employment experience existing in many other States, the pro- 
visions of H. R. 4133 are inadequate to meet the needs. The problem which 
confronts us is not one which can be solved by temporary expedients. We must 
arrive at a solution that will correct the situation on an long-term basis. Our 
effort to obtain supplemental assistance for our unemployment situation is not 
the only project we are undertaking in Rhode Island. All segments of the com- 
munity are working diligently to develop a more balanced economy. The Gov- 
ernor of our State has sponsored bold legislation in our State legislature that 
is an inducement to the establishment of new industries and expansion of 
present industries in our State. Our labor unions have been conciliatory in many 
instances when more aggressive action was in order. With our continued com- 
munity cooperation and some welcome assistance from your committee, I believe 
we can lick our problem within a reasonable time. 

We feel that the employment situation in Rhode Island is a national cathe: 
It just so happens that our two largest industries in Rhode Island are victims of 
employment conditions that are caused by international unrest and technological 
developments of which no manufacturer has any direct control. Unemployment 
compensation came into being through the enactment of national legislation. 
Some individuals would have us believe that each State were a law unto itself 
and there was no interrelationship between the States. Under the provisions of 
the act governing unemployment compensation, moneys contributed by some 
States are used to actually assist in the administration costs of other States. 
In my opinion, it would be equally important and reasonable to make funds 
available that would be used to pay benefits to unemployed workers. 

In general terms we speak of the taxes which are paid by the employers and 
we have done tuis for so long that many people believe that the employers bear 
the burden alone. 

As a matter of fact, this is not true. The employer merely turns over to the 
State fund a percentage of the money which he has received for the sale of his 
product or services. His products may have been sold in many States and it 
is the consumers in these States who ultimately pay the cost of unemployment 
compensation. 

The workers in Rhode Island are in the same position as the workers of any 
other State. In the cost of their daily purchases, there is concealed an unem- 
ployment compensation tax which is being paid for the assistance of workers 
in many other States. 

We should remember that it is the consumer and not the employer who ulti- 
mately pays the tax. 

The belief that the employer and the employer alone bears the cost of unem- 
ployment compensation has led some of the critics of reinsurance down some 
strange avenues of argument. They claim that reinsurance would lead to the 
breakdown of the present system of unemployment compensation, but fail to 
present any conclusive arguments as to why it would. 

Labor’s interest in the problem is simple. We recognize that there are areas 
like Rhode Island where the cost of unemployment insurance is so high that an 
onerous tax must be imposed on the employers if the program is to be self-sup- 
porting on a State basis. The factors which have brought about the hich level 
of payments are national in scope and are absolutely beyond the control of the 
employers or the employees. 
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Because of this there is a crying need for a stabilization fund which would 
assist those States which because of their peculiar economic structure face prob- 
lems which are not present in other areas, 

In other fields of Government we have met similar types of problems. The 
arid sections in the West and Midwest have had irrigation projects because 
they were required for the economic development of the community. Other sec- 
tions of the country have had flood-control projects. 

There are two important developments I feel should be brought out at this 
time—one is in regard to the published objection by the president of a Rhode 
Island employer group to this reinsurance program, and the other is the fact that 
the largest newspaper in Rhode Island has editorially supported the principle 
of reinsurance, 

In regard to the opposition by the president of the one employer group, I 
would like to point out the inconsistent actions of this group. 

The same organization whose president has expressed opposition to this bill 
has a representative as a member of the Governor’s Advisory Council to the 
Department of Employment Security. This advisory council has unanimously 
endorsed the reinsurance program on at least two separate occasions and at no 
time was there any attempt made for reconsideration. 

You are aware that in all communities there is a segment of the population 
everlastingly living in the Dark Ages. Well, the objection from Rhode Island 
comes from one of that category. This group has continually opposed social-se- 
curity legislation, of which unemployment compensation is a part, adequate 
workmen's compensation, health and safety laws, minimum wages and maxi- 
mum hours, and any social-improvement legislation. Their thinking is not the 
typical expression of Rhode Islanders. 

In regard to the endorsement of reinsurance by the Providence newspaper, I 
feel that it is significant to point out that on at least four occasions this con- 
servative paper has published editorials supporting supplemental aid for unem- 
ployed workers, 

It has been suggested that the passage of this reinsurance legislation might 
lead to complete federalization of the unemployment-insurance program. Dis- 
counting the position of organized labor for the moment we are confident that 
if there were any possible threat of such a development by the adoption of this 
act, | am convinced that the press in Providence, R. L, would not support such 
a proposal. 

In regard to the bill sponsored by Congressman Dingell (H. R. 6174) we 
feel that the provisions should also be enacted because the need of increased 
benefits in defense areas is imperative. 

As to the bill sponsored by Congressman Roosevelt (H. R. 7277) I have had 
considerable experience with veterans benefits after World War II, and I know 
that financial assistance to returning veterans is constructive legislation. In 
the past there may have been some abuses, but this bill will eliminate that 
objection. 


Mr. Brown. I have a short statement, and will just briefly go 
through it. 

Because Rhode Island is in about as poor economic condition as far 
as our employment situation is concerned as any State in the Nation 
we are very strongly in favor of the bills sponsored by Senators Green 
and Pastore and Congressman Forand. 

The Mills bill in no way would meet the situation in Rhode Island. 
We would never be able to make repayable loans as provided for in the 
Mills bill. It would be impossible to increase the tax on our employers. 
At the present time they are contributing 2.7 percent. We do have 
a merit system in effect in Rhode Island. 

Mr. Foranp. May I say it is on the books, but not in effect. 

Mr. Brown. It is in the law, but due to the large amount of unem- 
ployment we have had in the last 3 or 4 years they have not been able 
to put it into operation. So, we would never be able to repay a loan 
if we ever made one. 

There is no doubt the Governor and representatives of the Employ- 
ment Security Commission have pointed out the nature of our industry 
in Rhode Island. There is no need to go into that, or to speak of it. 
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I would like to point out two things that I think are fairly signifi- 
cant, and one of them is in regard to this testimony given by Mr. Shy 
yesterday. He mentions in his brief that Mr. Bartlett made a motion 
at the meeting of the Rhode Island Unemployment Compensation Ad- 
visory Council opposing the Forand bill, and in favor of the Mills bill. 
This shows a little inconsistency there, because as he sets forth in his 
brief, the same Mr. Bartlett sits on the Rhode Island Unempolyment 
Compensation Advisory Council, and he was sitting in these meetings 
when the advisory council endorsed the Forand bill. I just point out 
that inconsistency. 

Also, which I think is very important, there is a newspaper in 
Providence, R. L., which is not known for its radical ideals, and so 
forth. It is really a conservative newspaper. 

Mr. Foranp. That is the Providence Journal-Bulletin ? 

Mr. Brown. Yes, the Providence Journal-Bulletin, Congressman, 
and on four different occasions they have written editorials in support 
of reinsurance, and I think these four editorials themselves are as good 
an endorsement for reinsurance as possibly could be made. I do not 
know whether they have been made a part of the record or not. 

Mr. Foranp. I am not sure, but if they have not been, they will be 
made a part of the record. 

Mr. Brown. Thank you, Mr. Chairman 

(The matter referred to is as follows:) 


(Reprint, Providence Sunday Journal, January 6, 1952] 
JoBLess SECURITY 


The present condition of Rhode Island’s unemployment-compensation fund 
offiers insufficient guaranties of security to persons involuntarily idle. Both 
State and Federal authorities agree that the current reserves, totaling about 
23 million dollars, are inadequate. If a major depression were to occur, the 
entire reserve fund might be wiped out in the first year or two of the slump. 

Such inadequacy of the fund’s reserves suggests anew the desirability of Fed- 
eral reinsurance of State funds against the dangerous contingency of prolonged 
depression. Such reinsurance would not deprive the State of its natural right 
to control and administer its own fund. It would simply furnish a guaranty 
to the insured workers of Rhode Island and other States that, however serious 
unemployment might become and however heavy the consequent requirement to 
pay jobless benefits, the integrity of the primary principle of security for those 
temporarily and unwillingly out of work would be maintained. 

Clearly on the record of the past 5 years, Rhode Island itself has been unable 
to furnish this solid assurance. During this period, despite the payment of 
unemployment taxes by Rhode Island employers that were half as large again 
as the national average on a percentage basis, this State's jobless reserves are 
apparently now the lowest among all the States. The condition of the fund, 
moreover, has further deteriorated during the past 12 months. 

The national experience during the past 5 years, as indeed through the last 
12 months, has been highly favorable. The net result is that the combined 
reserves of all the States, for which the Federal Government acts as custodian, 
are now at the highest level in the history of the unemployment compensation 
law. The combined fund now stands at about $7,800,000,000. It is large enough 
to meet all demands for nearly 6 years, if the national average of jobless bene- 
fits paid during the past 5 years were not exceeded. It is this tremendous 
reserve strength of the combined fund, as contrasted with the obvious inadequacy 
of the Rhode Island fund alone, that justifies early reconsideration of the idea 
of Federal reinsurance of all State jobless funds, 

Unemployment insurance became a national policy when the Federal law 
was adopted. The underlying purpose was to give this kind of social security 
to the great masses of workers throughout the Nation. While provision wisely 
was made for State administration of jobless funds, the basic intention was to 
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afford at least temporary jobless payments to every qualified beneficiary re- 
gardless of what State happened to be his domicile. 

In view of the condition of present reserves in some States, however, including 
Rhode Island, some doubt naturally exists as to the ability of the jobless funds 
of such States to weather an unemployment crisis, serve and prolonged. Fed- 
eral reinsurance of these State funds could crush that doubt beyond dispute. 


{Reprint, Providence Journal-Bulletin, January 25, 1952) 
REINSURANCE Is RIGHT 


Rhode Island’s Senators at Washington are associated with two measures to 
relieve the financial problems arising out of spot unemployment caused by mobil- 
ization dislocations. One of these proposals is practical and constructive, the 
other considerably less so. 

Senator Green is one of 15 sponsors of a bill calling for extra unemployment 
benefits, to be paid by the Federal Government, for workers made jobless by the 
defense program. And both the senior Senator and Senator Pastore will be be- 
hind a separate effort to win passage of legislation providing for Federal rein- 
surance of State unemployment-compensation funds. 

The latter represents by far the more intelligent approach to the problem. 
Federal reinsurance of State jobless funds would put a big cushion behind the 
UC program of any individual State. As matters now stand, a State suffering 
heavily from spot unemployment during a period of general boom in the rest of 
the Nation might find its UC fund sinking into bankruptcy while the combined 
pool of State funds held by the Federal Government was growing ever fatter. 
Reinsurance would guard against such threats and guarantee that each State 
could meet its UC obligations. 

But the other bill, which has Senator Moody of Michigan as its chief sponsor, 
would do nothing to correct this weakness in the present system. It simply 
provides that the Federal Government would add 50 percent to State compensa- 
tion payments in areas where heavy unemployment has been directly or indirectly 
caused by the mobilization program. 

These payments would in no way lessen the drain on State funds or provide 
any cushion against local bankruptcy. But they would introduce an unwise and 
unjustified discrimination between benefit recipients who could attribute their 
unemployment to the defense effort and others who could prove only that they 
were jobless. A man out of work because a metal conservation control has closed 
his plant is no hungrier than a loom tender made idle because textile sales have 
fallen off. 

Senator Pastore rightly classifies there insurance bill as the more important of 
the two measures and promises it his first support. However, it seems to us 
that he goes too far in recommending complete federalization of the entire unem- 
ployment compensation system. Federal reinsurance would be an improvement 
on the present system, but federalization might lead to a more defective program 
than we now have. 

We urge the two Rhode Island legislators—Senator Green in particular—to con- 
centrate on the more constructive reinsurance approach, endorsed in principle 
in President Truman’s budget message last Monday, and to forget about the 
politically appealing but otherwise impractical Moody bill for extra benefits, 


(Reprint, Providence Journal-Bulletin, March 4, 1952] 
ESSENTIAL NEED 


Not one carefully pondering the testimony of Director Goodwin of the Bureau 
of Employment Security regarding the condition of Rhode Island’s unemployment- 
compensation fund can easily escape a conclusion that Federal reinsurance of the 
fund is an essential need. At the present time the fund is under great pressure. 
A very substantial number of involuntarily idle workers have been draining away 
its reserves faster than they can be replaced even at the existing maximum rate 
of taxation. 

In this situation, Mr. Goodwin says a return of the even graver unemployment 
that prevailed in this State in 1949-50 would soon exhaust the fund. If Rhode 
Island is to be safeguarded against such a dangerous contingency, he explains, 
either the fund must be federally reinsured or the rate of taxation must be 
sharply increased. 
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To increase the tax rate would be economically inadvisable even if the general 
level of prosperity in this State were higher than it is now. To attempt to im- 
pose a higher rate under prevailing conditions would but aggravate the very 
adversity which today’s unemployment volume reflects. 

The better answer to our problems, quite obviously, is Federal reinsurance. 
Nor do we advocate this preferred alternative solely because of Rhode Island's 
present need. This State’s current necessity could quickly become no less urgent 
for several other States if a severe recession should develop in the country. 

In such an untoward event not merely a single State’s welfare nor even that of 
several States would be the principal thing at stake. The practicability of the 
principle of unemployment insurance without residual Federal financial guaran- 
ties would be under immediate and direct challenge. We must not forget that our 
Nation-wide unemployment compensation system never yet has been tested by 
universal depression. 

Rhode Isiand’s peculiar plight furnishes now a very persuasive reason for 
Congress to provide Federal reinsurance not simply for a single State but for 
all the States. The vast total reserve fund in Washington—nearly $8,000,000,- 
000—is a foundation already at hand for the undertaking. Here is the only 
practical! solution of the problem that has been proposed anywhere. 

Clearly Senator Moody's idea of using Federal funds merely to increase the 
size of benefits to those already idle does not even touch the surface of the prob- 
lem now confronting Rhode Island—or potentially any other State—to maintain 
its own payments in dire emergency. Plainly the better procedure would be 
adoption now of the legislation already presented by Senators Green and Pastore 
for Federal reinsurance. To await the onset of a general business recession 
might prove a fatal delay. 


(Reprint, Providence Journal-Bulletin, Tuesday, March 11, 1952] 
PRACTICAL GUARANTY 


The revised bill for Federal reinsurance of State unemployment funds, intro- 
duced in the Senate by Mr. Green and Mr. Pastore and in the House by Mr. 
Forand, offers a line of action which Congress should adopt with a minimum of 
delay. It provides a practical guaranty that no State at any time will fail to 
meet its legal obligation to involuntarily jobless persons. 

For some time now the threat of inability to meet its jobless insurance pay- 
ments has hung over this State. It would seem that every Congressman would 
realize that this is not purely any single State’s concern. The prolonged ab- 
normal degree of unemployment that still exists here could easily become the 
experience of many other States. A severe Nation-wide depresson would soon 
demonstrate this truth. 

Just as the Federal Government in the first instance resolved that unem- 
ployment insurance should be a national policy, so the financial integrity of the 
system must be a national concern. If ever a single State should default in its 
obligations to its jobless citizens, the repercussions could not be localized. They 
would radiate throughout the Nation, causing doubts and anxieties to working 
people in every State. In such circumstances publie opinion would fix the blame 
on Washington. 

The time to anticipate such a common catastrophe is now. It might be too 
late to act when and if universal depression grips the Nation. The Green- 
Pastore-Forand bill points a practical way to avoidance of such calamity. We 
trust Congress will act accordingly, not alone because Rhode Island needs the 
protection the bill affords but also because it would serve the national interest. 


Mr. Brown. I will close my statement by urging that you do some- 
thing about recommending to the Congress that the long-range provi- 
sions of the Forand bill be adopted because our economy in Rhode 
Island is sick, and I think this is the only thing that is going to be 
able to keep us going for any length of time at all. We are working 
hard to adjust it. We are working on new amendments to tighten 
up our Unemployment Insurance Act, and I think with some help 
from the committee that we will be able to get out of the doldrums 
that we are in. 
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Mr. Foranp. I can assure you that this committee is very sympa- 
thetic with the difficulties of Rhode Island and other parts of the 
country, and that we will do our very best to find a solution of the 
problem. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Foranp. We thank you for your contribution and your coop- 
eration. 

Are there any questions? 

Mr. GranGer. I have just one question, Mr. Chairman. 

Mr. Foranp. Mr. Granger. 

Mr. Grancer. There was testimony put in the record a few days 
ago, considerable testimony, asking why should the employers of 
other States finance the difficulties of Rhode Island or any other 
State for that matter. What have you to say about that? 

Mr. Brown. I do not think that they are necessarily financing the 
difficulties of Rhode Island, because the unemployment situation is 
a national problem, and Rhode Island just happens to have more 
than any ph ae area now. Through the past vears Rhode Island has 
contributed to the national economy, and the finances that have been 
supplied by Rhode Island have been used in other sections of the coun- 
try to build up their economy. Possibly it is through some of the 
projects developed in other sections of the country that they are 
adversely affecting Rhode Island. 

Mr. Sutsuxrn. May I add a word to that? Of course, the fact 
is that the large proportion, if not all of the tax is normally passed 
on to the employers. Yet the fact that the tax does apply recognizes 
the kind of situation in which we might find ourselves in the spread- 
ing of the employment that exists today and a person’s purchasing 
power. The difference between the people on relief without any 
means and having them with means might make a difference to other 
employers of the country in sustaining their employment level later ; 
and, therefore, the use of resources to sustain that we believe is of 
the utmost importance. 

Mr. Brown. I would like to add one more statement to that. In 
effect now the employers of some States are helping to pay for the 
administration of the Unemployment Compensation Act in other 
States, because part of that three-tenths of 1 percent is being used for 
that purpose. You know that some of the States cannot operate within 
that three-tenths of 1 percent, and that is being used in several States 
now. So, in a sense, we are helping them to administer their Unem- 
ployment Compensation Act, and I think it is equal to helping con- 
tribute to what the law provides for, to pay benefits under the Un- 
employment Compensation Act. 

Mr. Foranp. Is that all? 

Mr. Grancer. Yes; I just wanted an answer to those questions, 
because I think the record was pretty full of them the other day, that 
people from other States had difficulty in seeing why any State should 
call on their employers to bail them out, so to speak. 

Mr. Foranp. We thank you, Mr. Brown. 

Mr. Brown. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

Mr. Graneoer. The next witness is Mr. Downey. Is Mr. Downey 
here? 

Mr. Downry. Yes, sir. 
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Mr. Grancer. Give your name and whom you represent for the 
record. 


STATEMENT OF DANIEL F. DOWNEY, REPRESENTING THE 
MASSACHUSETTS STATE FEDERATION OF LABOR 


Mr. Downey. My name is Daniel F. Downey. I represent the 
Massachusetts State Federation of Labor. 
(The statement submitted by Mr. Downey is as follows :) 


STATEMENT PRESENTED BY DANIEL F. DowNey, ON BEHALF OF MASSACHUSETTS 
FEDERATION OF LABOR 


The Massachusetts Federation of Labor urges the adoption of H. R. 6954 in 
the interest of providing greater solvency for the Massachusetts Unemployment 
Compensation fund. 

The Massachusetts fund has been staggering under the double assault of de- 
creasing income from tax sources since 1942, due to the extremely low tax 
rates enjoyed by employers from 1952 to 1950 and resulting losses og $100 million 
to the unemployment-compensation fund, and the growing unemployment of its 
wage earners, particularly in woolen and worsted, cotton, shoe, and related in- 
dustries, 

The below-national-average tax cost to employers during this period, as a re- 
sult of the merit-rating system under the Massachusetts law, was the chief 
contributor to the dangerously low level the fund reached in 1949 when only 
$48,000,000 was collected in payments from employers while as a result of the 
widespread unemployment, $115,000,000 in benefits were paid out. 
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From 1936 to 1945 the balance in the fund grew to $217,000,000; and, as a 
result of high war employment from 1942 to 1945, employers’ tax showed as 
follows: 
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During this period Massachusetts employers enjoyed a tax advantage con- 
siderably over the national average. The fund shrank from $217,000,000 in 
1945 to $107,000,000 in 1949 when $115,000,000 was paid out in benefits and only 
$48,000,000 taken in in revenue. 
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As a result of a drastic change in the law in November 1951 affecting tax-rates 
and benefit rights, there is grave doubt that the fund will reach the safety margin 
of $228,000,000 the law provides it must reach, before merit rating can be restored 
at a range from 0.5 to 2.7 (the American Federation of Labor proposed the fund 
reach $280,000,000 before merit rating be restored at tax rates from 1.1 to 2.7). 

Because of this inadequate funding device and the continued growth of unem- 
ployment, the Massachusetts Federation of Labor wholeheartedly supports the 
Forand bill. We strongly favor the reinsurance feature of the Forand bill in the 
form of outright grants because it provides the only sound way of assisting States 
like Massachusetts whose unemployment compensation funds have become dan- 
gerously depleted. 

The need for such assistance in such forms as the Forand bill would provide 
is pointed up by the growing unemployment throughout the Commonwealth. (See 
attached report of Massachusetts Employment Security Division.) 

The need for immediate assistance to Massachusetts unemployed through 
supplementing the State fund, while of paramount importance, should not blind 
us to the need to revise our approach to financing State funds on a realistic basis 
more in keeping with economic facts. It follows therefore that the most econ- 
omical and satisfactory system of unemployment financing would be for the 
Federal Government to take over the entire State and Territory unemployment 
compensation funds. 

Federal operation of unemployment compensation would, as in the fleld of 
social security for the age!, dependent children and survivors insurance, etc., 
make for more uniform and realistic financing and admiinstration and place out 
of the realm of conjecture its use for the billions of tax payments for unemploy- 
ment compensation it now holds and will continue to hold in trust for the States 
reserve under the present system. 

The American worker has every right to feel that when he is, through no fault 
of his own, thrown out of work there will be a sufficiency in the unemployment 
compensation fund to provide him and his family with a decent standard of living 
while he is unemployed and that likewise that employers can be assessed their full 
and proper share of the taxes necessary to provide such decent payments to 
workers and their families. The time has come when the drive of economy- 
minded groups intent upon getting favorable tax rates under unemployment com- 
pensation through high pressure propaganda and scare tactics, such as was, and 
continues to be used in Massachusetts and other States must be halted lest the 
whole system of employment security be emasculated. 

As an example of the need for Federal unemployment compensation assistance 
to the Massachusetts fund suggested by the Forand, Moody-Dingell, the Lane bill 
and others of a similar nature, we cite the case of the Textile Workers in the 
greater Lawrence area. Currently, there are in excess of 16,000 people out of 
work. Of this number some 8,000 have exhausted claims, and therefore have no 
benefits coming for 1952. 

In the Commonwealth as a whole, currently there are some 130,000 workers out 
of employment, of which number some 50,000 have exhausted their benefit rights. 

The net result of this grave condition simply means that as the savings of the 
workers are exhausted, Defense bonds have been cashed, insurance policies sur- 
rendered for cash payments, or used to borrow money with: recourse has been 
had to loan agencies to keep families above water. We therefore see that fam- 
ilies are being impoverished through prolonged unemployment and plunged into 
debts which will be a millstone around their necks for a long time to come. 

The employers too will not escape the consequence of this condition, since 
the ever-increasing cost of public welfare by the State and communities will be 
borne by them as well as the homeowners through increased real estate taxes to 
meet this rising cost of municipal and State relief charges. 

The Massachusetts Federation of Labor therefore supports in addition to the 
Forand bill (H. R. 6954), the Dingell bill (H. R. 6174) which would supplement 
the duration of benefits, and the Lane bill (H. R. 6437) which would supplement 
the duration of benefits, and the Roosevelt bill (H. R. 7277) which would pro- 
vide unemployment compensation for ex-servicemen. 


Mr. Downry. Mr. Chairman, if there is no objection, I would like 
to add my contribution to the question just raised by yourself as to 
why some States should help and contribute to the fund in order to 
assist States which are having difficulty. That question with its 
difficulties arose in Massachusetts in 1950 when drastic changes took 
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place in the law, and the chief opposition came to the continuance ot 
the law then in existence from the retail trade interest and the news- 
pers interest. We pointed out that time that because they and the 

anks enjoyed stable employment throughout the year they, as a mat- 
ter of fact, were enjoying continued trade because of the liberality of 
the law at that time in the Commonwealth. In other words, the un- 
employed worker had $25 a week and was enjoying a dependency al- 
lowance of anywhere from $4 to $8 or $10 extra, and that money was 
going to the butcher, the baker, and the candlestick maker, and it found 
its way into all avenues of trade. We saw that inasmuch as this 
was a social measure ap omg for the purpose of continuing pay- 
ment to the unemployed their purchasing power, to some extent, was 
maintained which, in effect, proves that we are all in this, and the 
help of one community or one State is a direct contribution to the well- 
being of the community and the Nation as a whole. 

That, sir, in short, is what I would like to add to your question and 
the answer thereto. 

Mr. Graneer. I agree with that. 

Mr. Downey. Mr. Chairman, the Massachusetts Federation of Labor 
urges the adoption of H. R. 6954 in the interest of providing greater 
solvency for the Massachusetts unemployment compensation fund. 

The Massachusetts fund has been staggering under the double 
assault of decreasing income from tax sources since 1942, due to the 
extremely low tax rate enjoyed by employers from 1942 to 1950 and 
resulting losses of $100 million to the unemployment compensation 
fund, and the growing unemployment of its wage earners, particularly 
in woolen and worsted, cotton, shoe and related industries. 

The below-national-average tax cost to employers during the period, 
as a result of the merit-rating system under the Massachusetts law 
was the chief contributor to the dangerously low level the fund reached 
in 1949 when only $48 milion was collected in payments from em- 
ployers while as a result of the widespread unemployment, $115 mil- 
lion in benefits were paid out. 

I have here, as you will note, various tax payments paid by the State 
of Massachusetts and the United States as a whole, which I will not 
read. 

(The matter referred to is the tabular matter in Mr. Downey’s pre- 
pared statement. ) 

Mr. Downey. From 1936 to 1945 the balance in the fund grew to 
$217,000,000 and as a result of high war employment from 1942 to 1945 
employers’ tax as shown. 

During this period Massachusetts employers enjoyed a tax advantage 
considerably over the national average. The fund shrank from $217,- 
000,000 in 1945 to $107,000,000 in 1949 when $115,000,000 was paid 
out in benefits and only $48,000,000 taken in in revenue. 

I simply point out that the Commonwealth of Massachusetts em- 
ployers enjoyed a favorable rate on their tax for unemployment com- 
pensation of something like 3.33 percent over the national average at a 
time when employment was very high, and they did not at this time 
see fit to do anything about bringing the tax structure into line with 
the situation in the Commonwealth, with the result that when we hit 
the high pm ed ry period in 1949 the weakness of the system 
became exposed and a general onslaught was made upon the conduct 


of the set-up and the fund by the employers, who joined together 
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practically 100 percent against the move to make drastic changes in 
this law. They were successful with the result that the new classifica- 
tion requires, against the $150 which was in effect for qualifying earn- 
ings in the base period, that they must now earn at least 5500. It does 
not seem proper that employers should receive a favorable tax con- 
cession where it has never been established in our hearings that we 
have held in the State House in Boston in direct questioning of the 
employers interested as to whether they cover the tax in the price of 
their products. Not once was the answer in the negative. 

It was clearly indicated that while they were enjoying the fruits of 
merit rating from 1942 to 1949 that they were not actually paying the 
tax, but they were including it in the cost of their commodities, and 
we do not think that the employers came before us with clean hands 
in making the terrific assault that they did make on the Common- 
wealth’s law. 

However, the law was passed and the workers as a result are begin- 
ning to suffer. There is grave doubt that the fund will reach the 
safety margin of $228 million the law provides it must reach, before 
merit rating can be restored at a range from 0.5 to 2.7. 

Because of this inadequate funding device and the continued growth 
of unemployment, the Massachusetts Federation of Labor whole- 
heartedly supports the Forand bill. We strongly favor the reinsur- 
ance feature of the Forand bill in the form of outright grants because 
it provides the only sound way of assisting States like Massachusetts 
whose unemployment compensation funds have become dangerously 
depleted. 

The need for such assistance in such forms as the Forand bill would 
provide is pointed up by the growing unemployment throughout the 
Commonwealth. See attached report of Massachusetts Employment 
Security Division. 

I have those here, one of which relates to Lawrence, and the other 
the State as a whole. 

Mr. Grancer. Do you want to make those a part of the record? 

Mr. Downey. Yes, sir. 

Mr. Grancer. Without objection they may be included. 

(The matter referred to is as follows:) 


NORTHEASTERN MASSACHUSETTS EMPLOYMENT TRENDS, Marcu 1952 
LAWRENCE 


The local depression continued to worsen as textile employment in this area 
dropped by an estimated 2,000 (14 percent) from mid-January to mid-February. 
Lawrence civic officials, together with representatives of other distressed New 
England mill centers, had appealed to Washington for preferential treatment 
on military contracts, but no such help had yet been received. The outlook was 
further confused by the TWUA-CIO wage negotiations, with the possibility of a 
strike at three Lawrence mills if a successful agreement could not be reached 
by March 15. (One new contract wis successfully negotiated early in March 
between the American Woolen Co. and the UTW, AFL, at the Shawsheen mill 
after the old contract had been twice extended.) The failure of civilian demand 
to strengthen sufficiently (even in the face of cuts in prices of fall fabrics), 
together with fresh aberrations in the price of Australian raw wool, intensified 
the feeling of instability that pervaded the entire worsted textile manufacturing 
industry. With few exceptions the large Lawrence mills were running at far 
below capacity, and in one or two instances were virtually inactive. Textile 
employment in the area was difficult to estimate, but appeared to have fallen 
nearly 9,000 (40 percent) below such employment a year earlier. 
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Virtually all other nonmanufacturing industries and many manufacturing 
plants, such as those making textile machinery and supplies, were affected by 
the deepening textile depression. Retail and wholesale distributors, restau- 
rants, laundries, cleaners, etc., were all reporting losses in business directly 
attributable to the low level of mill employment. Almost the only employment 
gain reported in this area in February occurred in the women’s shoe factories, 
where approximately 150 were added on the spring run. 

Unemployment in mid-February was estimated at 13,000, some 1,600 above 
the revised estimate of 11,400 in January and nearly 7,000 above unemployment 
in February 1951. In the week ending March 1, some 9,760 claims for benefits 
for total unemployment were filed as compared with 4,350 such claims a yeai 
earlier. Nearly 7,600 had exhausted all benefit credits by the end of February 
as compared with 5,700 a year before. Three-quarters (some 7,700) of the 
current claimants were textile workers. Of these 7,700 textile workers, ap- 
proximately 700 were reopening their claims after a week of staggered employ- 
ment, 1,300 were opening claims after a period of nonstaggered employment, 
and another 1,000 were signing for their last week of staggered unemployment 
before returning to work for a week or more. The share-the-work system was 
thus in widespread use. 

LOWELL 


Area employment rose slightly in February as net additions of some 200 or 300 
manufacturing workers were only partly offset by small seasonal lay-offs in con- 
struction and service establishments. No major employment change occurred 
in any industry in February; the small net rise in employment was a composite 
of additions of 159 workers by textile mills, 180 by publishing firms, 50 by ma- 
chinery manufacturers, 50 by shoe manufacturers and of a smaller number of lay- 
offs by contractors and by manufacturers of apparel and transportation equip- 
ment. Employment in the dominant textile manufacturing industry went up 
slightly in knitting mills and in the preparatory yarn mills, but very little im- 
provement was discernible in the weaving and finishing mills. Work forces in 
shoe manufacturing had probably reached their seasonal peak, but both shoe and 
apparel manufacturing employment were below the February 1951 level. 

Unemployment was estimated at 4,200, somewhat lower than the 4,700 un- 
employed a month earlier, but far in excess of the 3,400 out of work a year earlier 
when textile employment had been at high level. Some 3,000 claims for benefits 
for total unemployment were filed in the week ending March 1 as compared with 
2,100 a year earlier. (However, only 3,200 had exhausted their benefit credits by 
the end of February, as compared with 3,700 a year earlier.) Over 42 percent of 
the claimants were textile workers, while 30 percent had last worked for estab- 
lishments engaged in the construction, retail trade, or restaurant business. 


LYNN 


Area employment remained almost unchanged from January to February, as 
seasonal! additions to work forces in shoe factories were nearly offset by further 
seasonal losses in employment in construction, trade, and service establishments. 
Employment in the dominant electrical manufacturing industry continued to level 
off as had been anticipated ; by mid-February it stood at approximately the same 
level as in June 1951 (when such employment had reached a level 5,000 above 
that immediately before the outbreak of Korean hostilities a year earlier). <Ac- 
cordingly, while area employment in February had fallen below its 1951 peak, 
it remained more than 1,000 (2 percent) above February 1951. 

The most noticeable trend in employment had occurred in shoe manufacturing 
which had added several hundred workers to reach near-capacity production on 
the spring run. While leather tanneries had experienced a dismal year and had 
not recovered to employment levels of a year before, shoe employment appeared 
to be higher than in February 1951. Trends in electrical manufacturing were 
difficult to discern, but employment had been slowly sagging since the late sum 
mer months. Early in March, plant-gate demonstrations were in progress at 
the Lynn works of the General Electric Co. to protest the failure of the United 
States Wage Stabilization Board to approve a 2% percent productivity rise ne- 
gotiated with the company last September. 

Unemployment was estimated at 1,900 (3 percent of the area labor force), 
having dropped slightly below the 2,000 estimated as unemployed both a month 
earlier and a year earlier. Claims for benefits for total unemployment had fallen 
from 1,414 early in February to 1,292 early in March (and compared closely with 
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1,283 on the corresponding date in March 1951). Some 1,683 individuals had ex- 
hausted their benefit credits by the end of February as compared with the 
much larger total of 3, 266 exhaustions a year before. 


SALEM 


Overall area employment was remarkably stable from January to February 
as seasonal additions of some 300 shoe and leather workers were offset by sea- 
sonal lay-offs in construction establishments, stores, restaurants, lanndries, and 
cleaning establishments. A better feeling prevailed in the dominant leather 
manufacturing industry as its work forces were somewhat increased, while shoe 
manufacturers were at or near their seasonal peak on the spring run. Em- 
ployment in the metalworking and machinery manufacturing industries, while 
remaining high, decreased slightly with part of the decrease due to tightness in 
metal supplies. The number at work in the large electrical manufacturing indus- 
try was also at high level, and was expected to expand steadily as the new Hytron 
Radio and Electronics plant in Danvers went further into production. 

Unemployment in mid-February was estimated at 1,800 slightly below Jan- 
uary, and considerably below the 2,200 estimated as unemployed in February 
1951. Late in February, unemployment rose slightly, with some 1,469 claims 
for benefits for total unemployment being filed in the week ending March 1 as 
compared with 1,309 a month earlier. Part of this rise in unemployment was due 
to lay-offs at the Naumkeag Steam Cotton Co. which was aiflected by the Na- 
tion-wide weakness in the market for sheets and linens. 


HAVERHILL 


The pickup in manufacturing activity continued throughout February as shoe 
and findings factories neared capacity production on the spring run. Manu- 
facturing employment appeared to be considerably above February 1951 because 
of the addition of approximately 1,500 workers over the past year by contract 
stitching firms and by plants making machinery and equipment where defense 
contracts were often a factor. In contrast to these expanding industries, the 
dominating shoe and leather manufacturing industry had operated with reduced 
employment throughout most of 1951 under a very disappointing level of civilian 
demand. By the end of February, however, employment of shoe workers had 
recovered measurably and was expected to remain high until shortly before 
Easter. The late date of Easter had somewhat delayed the timing of the pre- 
Easter pickup in shoe activity, but made it probable that high shoe employment 
could continue through March. 

As shoe manufacturing neared its spring peak, unemployment decreased and 
was estimated in mid-February at 900 or 4 percent of the labor force. The 
number out of work had, therefore, dropped markedly from the 3,300 (14 percent 
of the labor force) estimated to have been unemployed in May 1951 at the com- 
pletion of the last spring run. Some 690 claims for benefits for total unemploy- 
ment and 95 claims for partial unemployment were filed in the week ending 
March 1, as compared with 1,036 and 293 claims, respectively, in the corresponding 
week of 1951 and 3,104 and 1,952 claims, respectively, in the week ending May 
5, 1951, when peak claims for the year were filed. 


‘ 
NEWBURYPORT 


Area employment increased slightly in February as seasonal additions 
in factories making shoes and textiles more than offset a decrease of 100 in 
electrical-manufacturing work forces. While over-all employment seemed 
higher than at any time since last August, it was estimated to stand at least 
700 below that of February 1951, with most of this loss over the past year oc- 
curring in metalworking establishments where lack of demand and material 
shortages were both reported. The most recent lay-offs in the electrical in- 
dustry were ascribed to metal shortages and brought employment in this 
industry 150 below a yeur before but more than 300 above that just before 
the outbreak of Korean hostilities in June 1950, 

Work forces in shoe manufacturing were near their seasonal peak. In sey- 
eral instances it was reported that shoe workers laid off at the completion of 
the fall 1951 run had found other jobs and would not accept recall for the spring 
1952 run. For the first time in a long period occasional trainees were hired 
by area shoe manufacturers. Nonmanufacturing activity was generally low, 
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with outdoor construction work largely suspended and stores, restaurants, 
laundries, and dry cleaners seasonally quiet. 

Despite the fact that area employment had dropped by several hundred in 
the past year, unemployment in mid-February was estimated at 700, only 
slightly above the year-before level of 600. Claims for benefits for total unem- 
ployment dropped from 627 in mid-January to 424 in mid-February while nearly 
70 individuals exhausted their benefit credits during the month. Some 650 
claims for benefits for total unemployment were filed for the week ending 
March 1 as compared with 428 in the corresponding week of 1951. 


GLOUCESTER 


The doldrums in the dominant fishing and fish-processing industries of this 
area continued throughout most of February, with total employment remain- 
ing near the seasonal low reached in January. The number at work in the 
fish houses was considerably below that in the previous February as local 
fish landings remained low and many Gloucester boats either fished out of 
Boston for groundfish or Operated from southern ports. Area employment 
apeared from 5 to 10 percent below a year before, due largely to the limping 
pace of fish-processing activities. 

Unemployment in mid-February was estimated at 1,500, below the January 
total of 1,700, but above the 1,200 unemployed a year previously. In the week 
ending March 1, some 1,558 claims for benefits for total unemployment and 42 
claims for partial unemployment were filed as compared with S872 claims for 
total and 198 claims for partial unemployment in the corresponding week of 
1951. However, only 399 individuals had exhausted their benefit credits at the 
end of February 1952, as compared with 846 at the corresponding date in 1951. 


MASSACHUSETTS EMPLOYMENT TRENDS, Marcu 1952 


Textiles 

February brought no improvement in the very adverse conditions which have 
plagued the textile industry for so long; employment went down again in at 
least eight areas, including nearly all of the most important ones. Furthermore, 
hours of work were reduced at some mills which up to now had been on full 
time. Management-labor negotiations toward new working contracts in the 
woolen-worsted and cotton-rayon sectors were initiated during the month; in 
most cases, no settlement has yet been reached, though only one mill was affected 
by a work stoppage (since settled). It should be observed, however, that several 
mills have recently signed new contracts with either a CIO or an AFL union. It 
is, of course, obvious that with the bulk of all the States’ textile workers now 
covered under union working agreements, and with the rest likely to be affected 
by whatever terms are worked out, the outlook is most uncertain. 

Despite price cuts for several types of fabric, there has been little revival in 
civilian markets for textiles. The widely publicized decision to allocate Govern- 
iment contracts to so-called distress areas on a “match the low bid” basis has 
not been of immediate benefit to Massachusetts areas. The Federal Government 
has decided to deal with the problem of contracts for textile#, shoes, and apparel 
on an industry-wide basis, and since Massachusetts’ distress areas are largely 
dependent upon these industries, definite recommendations concerning them must 
be awaited before the possible effects of this policy can be forecast. 


Leather and shoes 

The Massachusetts shoe industry picked up steam on its seasonal spring run 
during February; most of the supporting industries began to liven up also. In 
nearly all of the leading shoe centers the number at work increased perceptibly— 
to year-ago levels in most cases—most of them showing gains of several hundred 
workers each. A February check of 91 leading shoe factories, employing some 
23,600 workers (about 55 percent of the State total) showed that their com- 
bined staffs had gone up by 1,000 in a month, and that they were almost exactly 
at February 1951 employment levels. Producers of men’s, women’s, and chil- 
dren’s footwear shared in the increases, but many of them expressed fears that 
the seasonal run might be of short duration. Short-run ordering and the fact 
that Easter comes early in 1952 seem to be behind these fears. It is also to be 
noted that in the men’s shoe areas several plants were not yet at capacity at the 
end of February, with some of them reporting considerable short time. 
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While conditions in leather tanneries look a little better, continued softness 
in the hide market, style changes involving lesser use of leather for shoes, and 
the opinion of shoe plants that they will be able to obtain further concessions 
in leather prices have limited activity. Nonetheless, employment seelms to be 
up a little at most points, though it is still well below the level of a year ago. 


Apparel 

As the industry continued to swing over to volume production on its new styles, 
apparel employment increased quite sharply; only isolated instances of minor 
employment reductions were observed. As is customary during time of peak 
operations, complaints of shortages of experienced operatives are being voiced; 
in some cases these shortages are more stringent than they were last year. 
Looking at the picture State-wide, it would seem that manufacturers turning 
out items of women’s wear, particularly dresses, are in a much stronger position 
than those making men’s clothing. Some important producers of the latter type 
of merchandise are extremely pessimistic and have indicated that the present 
volume of orders is far below what should be expected at this scason. 


GAINS AT SHOE AND APPAREL FACTORIES MORE THAN OFFSET PY TEXTILE LOSSES AND 
FURTHER SEASONAL DECLINES IN TRADE AND CONSTRUCTION 


Employment in Massachusetts chalked up its third consecutive monthly de- 
crease in February—always a Cull month—falling off by an estimated 10,000 
to a level only slightly above 1,960,000, and bringing to some 44,000 the net 
reduction since June 1951. State-wide, unemployment stands some 15,000 above 
the total a year ago, when 110,000 (not counting the 18,000 textile workers then 
idle because of a labor dispute) were estimated to be jobless. The rise of 5,000 
in unemployment since January does not seem to be far out of line with employ- 
ment trends in other years back to 1939. 

Industrially, significant movements—favorable and otherwise—-were confined 
largely to seasonal fluctuations, with a further cut in textile staffs the only 
noteworthy exception. The big question mark still was posted against the out- 
come of textile-mill negotiations with the TWUA (CIO), with only a few mills 
having yet come to terms with either the CIO or the AFL unions. Meanwhile, tex- 
tile staffs were reduced again, with both woolen-worsted and cotton-rayon mills 
affected; civilian demands remain low, and Government business too small to 
sustain production. Among other declining industries, only construction and 
trade—both seasonally dull—released significant numbers; even here, major 
changes were confined to the large metropolitan areas. (On the brighter side of 
the picture the shoe and apparel factories had stepped up activity everywhere, 
and many hundreds of workers had been rehired at the most important points 
for work on current seasonal runs. Moderate-to-good gains were also reported 
in such fields as shipbuilding, ordnance, furniture, plastics, and jewelry manu- 
facturing. As has been true for about 9 months, combined employment in metal- 
working industries showed but minor changes, with aggregate forces dipping 
slightly because of textile machinery and automotive curtailments: electrical- 
products plants remained relatively stable. 


Metalworking 

The situation in metalworking industries still continues to reflect the rather 
narrow fluctuations which have been noted since the middie of last year, but 
which have now shifted from small gains to rather small losses. Had it not 
been for the closing of a textile machinery plant and relatively heavy displace- 
ments at others, the composite picture would have been substantially unchanged. 

In other specific industries, the decreases observed were rather widely scat- 
tered and in most instances involved only a few workers each. Appraisal of the 
causes for these losses shows that most of them were due to the reduction of 
civilian production without a sufficient amount of defense business to make up 
for it. 

The only branch of metals to show a general increase was ordnance, where 
several hundred new workers were taken on to work on defense items, most 
of them at Government establishments. In line with the lull in hiring, reports 
of shortages of experienced workers have diminished. Lack of materials is no 
longer an important factor in the employment developments. 


Electrical products 


Trends in electrical-products establishments were quite mixed during Feb- 
ruary; on the whole, there was very little change State-wide. At least as many 
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areas managed to expand as reduced their forces somewhat, with the movements 
in both directions being rather small at most points. While material shortages 
at plants engaged primarily on civilian products are accountable in some measure 
for this lack of expansion, it is also apparent that others have not been able 
to replace their turn-over losses fast enough to keep their staffs at stable levels, 
It is probable that the abnormally severe weather in February was partly 
responsible for the inability of such plants to take on enough workers to sustain 
their forces. 

Employment in heavy-electrical-machinery factories continues to be stable and 
there are no signs of any marked change in the near future. 


Other 

Shipbuilding employment showed increases at all important yards, with labor 
supplies adequate to meet present needs. Automobile assembly operations, how- 
ever, continue to taper off and staffs went down a bit in February. Seasonal 
uptrends are beginning to be evident in plastics, juvenile vehicles, and furniture ; 
jewelry factories are also picking up. Food processing is still seasonally de- 
pressed, but the work force has been rather stable, except at candy plants where 
lay-ofis have occurred. Fish-processing operations have increased because of 
the Lenten season. Paper mills and paper-converting establishments continue 
to mirror the national slump in demand for such products, but employment does 
not appear to have decreased by much. Plants making rubber products of 
virtually all types expanded their forces, although the completion of some mili- 
tary contracts caused lay-offs at those making rubber footwear. 


NON MANUFACTURING 


Trends in nonmanufacturing industries reflected the usual seasonal decreases, 
accentuated this year by the abnormally severe winter weather. The major 
movements were observed in the following major fields of work: 


Construction 

The heavy snow storms of February halted outdoor construction activity in 
most Massachusetts areas, although the heavy lay-offs in earlier months had 
reduced such employment to a point where in most areas only small numbers 
were affected by new lay-offs. On a State-wide basis, it is estimated that aggre- 
gate staffs went down by at least 3,500, with the bulk of these losses occurring in 
the metropolitan areas. 


Trade 

Every area in the State showed a decline in trade employment during Febru- 
ary; only in metropolitan Boston was the slump of sizable proportions, however. 
This is a customary feature of February developments, since in each year back 
to 1989 State-wide staffs in this industry have decreased during this month 
The Easter season may soon bring about a reversal of trend. 


UNEMPLOYMENT 


Now at about 125,000, unemployment has increased by 5,000 (revised estimates 
fixed the January total at 120,000), only half of the rise which would have been 
tallied had it not been for the fact that withdrawals from the labor force 
totaled 5,000 in the same period. Claims for unemployment insurance now stand 
at 68,000—a decrease of 1,200 since January. There were, however, nearly 
6,600 benefit exhaustions in February; thus the trend in claims is fairly con- 
sistent with the decline in employment. 


NEED FIRST-RATE EMPLOYEES? 


If you've experienced difficulty in locating properly qualified workers who 
meet your specific needs—why not take advantage of the recruiting facilities 
available to you through your State employment oflices.* 

Staffed with experienced employment interviewers, skilled in the application 
of modern testing, selection, and referral techniques—these officers offer to em- 
ployers the largest supply of workers available through any one source. 

For prompt, courteous service at no charge to either employer or applicant— 
telephone your nearest State employment office. 





1 State employment offices are operated by the Division of Employment Security. 
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Mr. Downey. The need for immediate assistance to Massachusetts 
unemployed though supplementing the State fund, while of para- 
mount importance, should not blind us to the need to revise our ap- 
proach to financing State funds on a realistic basis more in keepin 
with economic facts. It follows therefore that the most economica 
and satisfactory system of unemployment financing would be for the 
Federal Government to take over the entire State and Territory 
unemployment-compensation funds. 

Federal operation of unemployment compensation would, as in the 
field of social security for the aged, dependent children, and survivors 
insurance and so forth, make for more uniform and realistic financing 
and administration and place out of the realm of conjecture its use 
for the billions of tax payments for unemployment compensation it 
now holds and will continue to hold in trust for the States’ reserve 
under the present system. 

The American worker has every right to feel that when he is, through 
no fault of his own, thrown out of work there will be a sufficiency in 
the unemployment-compensation fund to provide him and his family 
with a decent standard of living while he is unemployed and that 
likewise that employers can be assessed their full and proper share 
of the taxes necessary to provide such decent payments to workers and 
their families. The time has come when the drive of economy-minded 
groups intent upon getting favorable tax rates under unemployment 
compensation through high-pressure propaganda and scare tactics, 
such as was, and continues to be used in Massachusetts and other States 
must be halted lest the whole system of employment security be 
emasculated. 


Asan are of the need for Federal unemployment-compensation 
1 


assistance to the Massachusetts fund suggested by the Forand, Moody- 
Dingell, the Lane bill and others of a similar nature, we cite the 
case of the textile workers in the greater Lawrence area. I come from 
that area myself, sir. 

Currently, there are in excess of 16,000 people out of work. Of this 
number some 8,000 have exhausted claims and therefore, have no 
benefits coming for 1952. 

I might say, sir, in departing from the text at this point that those 
people are people who have been employed steadily in most cases for 
upward of 20 years. They are not that group which the Massachusetts 
Employers Association stated were not legitimately a part of the labor 
market. They are old-time weavers, spinners, and doffers, and they 
are workers in the textile industry who have devoted their lives to 
this industry, and it is at the very time when they, for the first time, 
in many instances, have had occasion to draw upon the unemployment- 
compensation fund that they find the fund is in jeopardy. There is 
no actual guaranty that if the present rate of unemployment continues 
to grow not only in Lawrence, but in the Newburyport and Salem 
areas, and in Worcester where unemployment is still growing, that 
there will be sufficient in the fund to give the maximum number of 
weeks and the maximum amount of benefits under the law. 

_ That is the reason why I was here making the point on first-hand 
information to the committee concerning the workers in the textile 


industry. 

















492 UNEMPLOYMENT INSURANCE 


The Commonwealth as a whole: Currently there are some 130,000 
workers out of employment, of which number some 50,000 have ex- 
hausted their benefit rights. 

The net result of this grave condition simply means that as the 
savings of the workers are exhausted, Defense bonds have been cashed, 
insurance policies surrendered for cash payment, or used to borrow 
money with; recourse has been had to loan agencies to keep families 
above water. 

We therefore see that families are being impoverished hrough pro- 
longed unemployment and plunged into debts which will be a mill- 
stone around their neck for a long time to come. 

Again I would like also to point out that the reason this condition is 
felt by the workers, who are not working at the present time, and for 
whom there is no prospect, is because another mill has also remained 
closed, and has shut its gate tight on 4,500 workers; there is the Whit- 
man in the city of Lawrence. This is not only true in the city of 
Lawrence, but of other cities that I have mentioned, which are in a 
precarious position, due to this closing; there is no business, and this 
is the one thing that keeps the economy alive, even at this small level ; 
now they are draining off the unemployment compensation fund and 
have reached the point where there is no purchasing power left, and 
there is little hope, and therefore something has to be done. 

The employers, too, will not escape the consequence of this condi- 
tion, since the ever-increasing cost of public welfare by the State and 
communities will be borne by them as well as the home owners through 
increased real estate taxes to meet this rising cost of municipal and 
State relief charges. 

The Massachusetts Federation of Labor therefore supports in addi- 
tion to the Forand bill, H. R. 6954, the Dingell bill, H. R. 6174, which 
would supplement the amount of benefits, and the Lane bill, H. R. 6457, 
which would supplement the duration of benefits, and the Roosevelt 
bill, H. R. 7277, which would provide unemployment compensation 
for ex-servicemen. 

Mr. Chairman, the feeling that is abroad in the Commonwealth of 
Massachusetts, in the industrial area, which constitutes some of the 
oldest industries in the United States, is that they cannot understand 
the spending of billions of dollars for which they have no objection 
to spending for foreign assistance, related to foreign aid, but they do 
not understand why, at a time when unemployment in the Common- 
wealth of Massachusetts is moving up rapidly and there is a threat 
to the Commonwealth of Massachusetts, and particularly to the textile 
industry, yet there is no doubt that the Soviet Republic has approached 
the United Kingdom, Great Britain, and Japan, working toward the 
yurchase of billions of dollars’ worth of textile products. That is not 
just a danger to one area alone, but is of interest to the American peo- 
ple as a whole. And I am pretty sure that everyone who is affected by 
unemployment is wondering why our Government feels so helpless 
today despite the pleas to come to the assistance of the American peo- 
ple who are being compelled even during this time of unemployment. 
to pay their share of the property tax, whether they have it or not, 
which is taken from them to subsidize the billions of dollars for for- 
eign aid. They cannot understand that, Mr. Chairman, and they 
would like to know what Congress itself intends to do about this vital 
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human problem, those who are being called upon to pay these billions 
of dollars, at a time when they cannot afford to pay their taxes. 

That is the thing which stuck to my mind with reference to the un- 
employed workers of the Commonwealth of Massachusetts, and I sin- 
cerely hope, and I am sure that you will receive the comments and the 
en from the workers of the Commonwealth of Massachusetts which 

in my small way have tried to bring before you, and we hope you 
will adopt the points which we have raised this morning, and which 
the other gentlemen will bring, because there is a serious question in- 
volved, and I do not think we can afford to overlook it; we have the 
creeping paralysis of unemployment, which is now feathering its way, 
creeping upon us as it did in the late twenties until we did not know 
what hit us until we found ourselves in the midst of 1932. 

Thank you very much, Mr. Chairman. 

Mr. Grancer. Thank you, Mr. Downey, for your fine statement. 

The next witness on our calendar is Mr. Ralph H. Lavers. 

Mr. Kennepy. Mr. Chairman, for the record, my name is Miles D. 
Kennedy, director of the national legislative commission, the American 
Legion. 

I do not intend to offer any testimony myself, but I would like to 
introduce to the gentlemen of the committee Mr. Ralph H. Lavers, 
director, national economic commission of the American Legion, who 
has a statement which relates to H. R. 7277, and his statement will be 
addressed only to you gentlemen in opposition to H. R. 7277. 

Mr. Grancer. We will be very glad to hear you, Mr. Lavers. 


STATEMENT OF RALPH H. LAVERS, DIRECTOR, NATIONAL 
ECONOMIC COMMISSION, THE AMERICAN LEGION 


Mr. Lavers. Thank you, Mr. Chairman. 

First I want to thank you very much for the opportunity to appear 
this morning. As Mr. Kennedy stated, my name is Ralph H. Lavers; 
I am director of the national economic commission of the American 
Legion. 

Mr. Chairman and members of the committee, the American Legion 
appreciates this opportunity to appear before you to express our op- 
position to H. R. 7277, a bill to amend the Social Security Act by 
providing unemployment compensation for former members of the 
Armed Forces, and for other purposes. 

The proposed legislation is intended to apply to the problem of 
unemployment of individuals who have been, or will have been, 
released from service with the Armed Forces during the present emer- 
gency. 

The proposal is delinquent in many a gg with respect to im- 
portant matters which should be included in a py affecting 
former members of the Nation’s Armed Forces. Likewise, there are 
numerous administrative or technical details omitted, or included, in 
the proposal which should be thoroughly examined before the legisla- 
tion is enacted. 

Following are the most important objections to this legislation 
which may be summarized as follows: 

(a) Unemployment compensation deals with individuals recently 
unemployed from their customary civilian occupations. One employ- 
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ment security objective is to return them to the same, or similar, 
occupations. 

A newly released member of the military forces may be properly 
regarded as an individual without a customary civilian occupation. 
Many in the Armed Forces once had been established in gainful civil- 
ian employment. After considerable time in the Armed Forces their 
civilian skills have been dulled, and they are unable to keep abreast 
of developments in their former occupations. A much larger group 
has been recruited from youths, just approaching manhood, who never 
had the opportunity to become established in gainful employment. 
For practical purposes, the customary occupations of the individuals 
in both of these groups would be military occupations. Compara- 
tively few of these individuals ever sought a permanent military 
career. They consider their military service only temporary, even 
though it may be of some years’ duration. Therefore, when they are 
released to resume civilian living, for them the only occupation with 
which they are familiar has been abolished. In such cases the em- 
Phys security objective of returning an unemployed individual to 

is customary occupation is not applicable. 

In enacting the Servicemen’s Teadiiatintek Act of 1944, the Con- 
gress recognized the basic difference between the problems of unem- 
jen civilians and newly made veterans and wisely made provisions 

or the “readjustment” of veterans by enacting titles [TV and V of the 
act. Administration of these titles has not been limited to routine 
a of benefits but has been a positive, aggressive endeavor to 

elp veterans to accomplish the often difficult step from military to 
civilian occupation. In accomplishing this, payment of benefits were 
an aid and only incidental to the ultimate objective. 

The same needs will exist and the same objectives should apply with 
respect to all persons released from considerable terms of temporary 
service with the Armed Forces. To accomplish these purposes a com- 
petent central authority devoted to these particular interests of the 
veterans and vested with proper power and responsibility is essential. 
The proposed legislation is inadequate in that it neither provides a 
se, to objective or suitable responsibility for its attainment. 

(6) By often-expressed and long-practiced precedent the Federal 
Government has asknowledged a keen interest in and responsibility 
for the welfare of those who have served in the Armed Forces. En- 
actment of the proposed legislation, whereby the Federal Government 
would pay the full cost of benefits to be paid to former service people 
on behalf of the Federal Government, would serve as further acknow!l- 
edgment of its responsibility. However, it is now proposed that the 
Government adopt what may be completely a unique attitude toward 
its responsibilities and obligations. It is proposed that Federal funds 
be used to make compensation payments to an ex-serviceman “in the 
the same amounts, on the same terms, and subject to the same condi- 
tions as would be paid to him under the unemployment compensation 
law of such State.” The bill would provide certain minima but no 
specific maxima as to the amount or number of benefits payable. The 
barest minimum of eligibility pare is specified. In short, 
it proposes that Federal funds shall be expended for Federal purposes 


by the several States under rules and standards almost entirely 
promulgated by the States themselves. 
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It is true that the Secretary of Labor does have certain authority 
to approve or disapprove State employment compensation laws and 
regulations within every restricted limits set by Federal law, but his 
authority in this respect is far from sufficient to supply adequate con- 
trol and jurisdiction over Federal expenditures made as proposed. 

Under title V of the Servicemen’s Readjustment Act of 1944 the 
States did pay Federal funds, but only as contracting agents of the 
Federal Government and in amounts and under conditions specifically 
directed by Federal law and regulations. 

Just how far the Federal Government may wish to go in relinquish- 
ing its control over the expenditure of its funds is, of course, a policy 
matter which the Congress should decide. 

(ce) It appears axiomatic that all individuals who have served 
honorably in their respective assignments in the Armed Forces should 
receive equitable treatment from the Nation when such services are 
concluded. 

In present practice, rank and preference is laid aside at the separa- 
tion center and the benefits ava‘lable under the Federal Government 
are the same to the veteran in Maine as to the veteran in California. 

Naturally, the pay in the Armed Forces varies with rank. When 
this pay is used as a basis for determining the amount or number of 
beenfit payments to which an ex-serviceman may be entitled. inequi- 
ties because of former rank and pay will inevitably result. 

It may be argued that variations exist among civilian employees 
under the unemployment security program, however, we believe there 
is a basic difference between the employment of civilion workers and 
military personnel, which does not justify identical benefits for civilian 
unemployment. 

The employment of a civilian worker is purely voluntary on his 

art. He is not barred from making his own choice of work, select- 
ing the location of his preference, bargaining for his rate of pay and 
leaving his employment when he so wills. The person in military 
service has no such choice. Regardless of his preference and without 
the right of refusal he serves anywhere in the world as ordered by 
hisemployer. State laws and State boundaries are completely ignored 
in determining his assignments. Contrary to the prerogatives of a 
civilian worker, the serviceman, wherever he serves, has no choice as 
to the kind of work he will do, the hazards he may encounter or the 
pay he shall receive. Where State laws do not apply in any respect to 
a serviceman’s employment, it is unfair and illogical that they should 
control in determining the benefits accruing from such service. 

(7) Long ago it was considered advisable to centralize adminis- 
tration of the bulk of legislation pertaining to the welfare of veterans 
and ex-servicemen under one authority. This has been recognized by 
the Congress since the inception of the Veterans’ Administration and 
whether or not this arrangement should be altered, of course, depends 
upon the will of the Congress. 

Any Federal legislation providing unemployment benefits for un- 
employed veterans and ex-servicemen should be enacted only after 
considering some other legislation for veterans which may be in con- 
flict therewith or related thereto, Veterans benefits are varied and 
often interrelated. Administration of them is, of necessity, highly 
technical and complicated. For the sake of coordinating and corre- 
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lating administration of the numerous laws governing and for the 
sake of efficiency in operations, effective and undisputed central con- 
trol of the necessarily widespread activities is required. Shifting the 
responsibility for administering the proposed law to another depart- 
ment of Government offers no assurance of more economy or efficiency 
in operations or better service to veterans. Rather, would it serve 
only to split the responsibility and authority now fixed upon the Ad- 
ministrator of Veterans’Affairs. The program would become only a 
side issue in a department whose interests are not centered on the 
welfare of veterans. 

The American Legion has diligently watched the Veterans’ Adminis- 
thation and the State agencies work together effectively, with mutual 
satisfaction and respect, for the past 7144 years. In that time I know 
of no major technical or administrative problem that has arisen to 
indicate that some efficient and agreeable arrangement could not be 
continued indefinitely if the need arose, and it is my humble judgment 
that the administration of the readjustment allowance program, under 
the Veterans’ Administration, which was authorized under title V 
of the Servicemen’s Readjustment Act of 1944, was one of the finest 
examples of Federal-State cooperation that has ever operated. 

One of the dangers of this legislation is the cost, which would be 
»wrohibitive, when you find that there is no time limit under which the 
Sonatite will be available to veterans returning to civilian life. 

Again may I say that the American Legion is appreciative of this 
opportunity to appear before you unalterably in opposition to H. 
R. 7277. 

Mr. Granoer. Thank you very much for your statement. 

Are there any questions, Mr. Woodruff ¢ 

Mr. Wooprvrr. I have no questions, Mr. Chairman. 

Mr. Grancer. The House meets at 11, and there has been a roll-call, 
and it will be necessary for us to suspend here. We will resume the 
hearings at 2 p. m. 

(At 11:20 a. m., a recess was taken until 2 p. m. of the same day.) 


AFTERNOON SESSION 


(The subcommittee resumed its hearing at 2 p. m., Hon. Walter K. 
Granger prisiding.) 

Mr. Grancer. The committee will come to order. 

We will hear next from Mr. Charles Slayman. Will you give your 
full name and the capacity in which your appear, Mr. Slayman ? 


STATEMENT OF CHARLES H. SLAYMAN, JR., NATIONAL DIRECTOR 
OF RESEARCH AND LEGISLATION, AMERICAN VETERANS COM- 
MITTEE 


Mr. Stayman. Mr. Chairman and members of the committee, my 
names is Charles H. Slayman, Jr. I am the national director of re- 
search and legislation of the American Veterans Committee. 

The American Veterans Committee is composed exclusively of hon- 
orably discharged veterans of military service in World War II 
and since June 27, 1950, the present Korean conflict. 
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We are proud of our motto, “Citizens first, veterans second,” and 
keep it in mind in our approach to American life, and particularly 
with regard to Federal legislation. 

We heartily endorse H. R. 7277, introduced by Representative 
Roosevelt, as a sound approach to the problem of unemployment 
facing, or which may face, the veterans of current active duty, after 
their return to civilian life. 

The unemployment compensation approach of the bill is in accord 
with recommendations the American Veterans Committee has been 
making to the Congress. At a meeting of our national planning com- 
mittee, our executive and legislative body between national con- 
ventions, in January of this year, the following resolution was 
adopted : 

The American Veterans Committee recommends to Congress a new program 
that would extend unemployment compensation benefits to all men and women 
serving in the Armed Forces since June 27, 1950. The American Veterans Com- 
mittee program would provide built-in safeguards that would avoid the abuses 
summarized in the term the “52-20” veteran. 

In essence, the program would be dased on the following principles: 

First, the Federal Government would be considered as the “employer.” 

Second, the Federal Government would appropriate funds which could be 
drawn upon by the various State unemployment compensation agencies. 

Third, any benefits that any individual might receive, whether he had been a 
brass-hat or a private, would be based on a standard annual wage of $3,000. 

Fourth, benefit payments would be administered through the normal channels 
of the States’ unemployment compensation agencies. 

Fifth, unemployed Korean conflict veterans would be obliged to register with 
the States’ unemployment services in accordance with the same provisions 
applying to nonveterans; failure to accept appropriate employment opportunities 
would result in a complete cut-off of benefit payments. 

The American Veterans Committee urges Congress to approve this proposal 
on the basis of its simplicity, practicality, and fairness to the veteran. The plan 
has the additional merit of utilizing normal Federal and State administrative 
agencies, thereby avoiding the necessity for establishing costly duplicating 
administrative machinery. 

Since our resolution was adopted, and circulated to Members of 
Congress, there have been some bills under consideration, and the 
bill that we favor is the one introduced by Mr. Roosevelt, H. R. 
7277. 

The remarks of Representative Roosevelt at the time of introducing 
H. R. 7277, found at page A-2037 of the Congressional Record of 
March 27, 1952, clearly state the need for this legislation and give 
reasons for this approach in ado eto to a reenactment of the Serv- 
icemen’s Readjustment Allowance, the 52-20 approach. We 
thoroughly concur. 

H. R. 7277 meets the situation of the ex-serviceman of the present 
emergency who had no remunerative employment immediately pre- 
ceding his Federal service and therefore has no State unemployment 
insurance credit to fall back on when he returns to civilian life. 

By defining his “military wages” as a fixed sum of $250 for each 
month of such service, he is given the base the American Veterans 
Committee recommended, that is, $3,000 per annum. The suggestion 
has been heard that perhaps the serviceman should be considered to 
have received a military wage equal to his actual pay and allowances 
mec the value of goods and services furnished him in kind by the 

‘nited States Government. This determination of the total value 


could be made by the Secretary of Defense. Perhaps the committee 
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may wish to consider this suggestion as a substitute for the flat sum 
of $250 per month. Both have merit. 

We submit, however, that the unemployment compensation ap- 
proach, as expressed in H. R. 7277, is certainly preferable at this 
time to a reinstitution of SRA—52-20. Whether all the criticism of 
52-20 was justified is almost beside the point; very strong objection 
to 52-20 has been expressed throughout the country and by several 
Members of Congress. Reenactment of those provisions would be 
very difficult to accomplish at this session. Necessary increases to 
recognize the marked increases in the cost of living would most surely 
doom such a proposal to failure. For example, the $20 per week should 
be increased to at least $28. 

Gentlemen, I do not wish to be considered rude but I cannot help 
observing that United States participation in the Korean conflict has 
been going on for nearly 2 years. There has been no great effort dur- 
ing this time to enact benefits for Korean conflict veterans similar to 
those granted to World War II veterans. Even the hospitalization 
and medical care benefits were not enacted until there was an em- 
barrassing, dramatic incident that received national attention from the 
press. Consideration of extending Public Law 346 benefits has cen- 
tered, for the most part, on educational and training provisions. In 
the earlier bills, there has been no mention made of unemployment 
compensation or even the servicemen’s readjustment allowance. I sug- 
oe to you that no further delay prevent congressional enactment of 
egislation such as H. R. 7277 so that something near adequate unem- 
ployment protection will be afforded these servicemen on their return 
to civilian life. We owe them this plain and forthright support. 

In the neighborhood of 750,000 servicemen have been released to 
civilian life since the Korean conflict began; we have been told that 
about 800,000 more will be released this summer. This constant flow 
may continue for years ahead. What we need, therefore, is not legis- 
lation aimed at a more or less mass demobilization, as occurred at the 
end of World War II, but legislation aimed at situations which will 
be with us for untold years of the future. We think that gearing un- 
employment compensation to existing State agencies is a feasible means 
of dealing with the problems. If the committee in its wisdom feels 
that more minimum standards should be written into the law, we would 
be happy to see such recommendations adopted. We think the Roose- 
velt bill is a fine bill as now written, but at the very least it affords an 
excellent base for effecting refinements. Perhaps the grounds—the 
reasons—for disqualification should be stated to guard against arbi- 
trary situations existing in some of the State laws. This would, of 
course, strengthen the bill and would tend that much more to equalize 
minimum standards for all ex-servicemen, no matter in which State. 
However, it is well to recognize that a complete equalization is not 
otherwise intended. We think allegations about inequality among 
veterans in various States, after they have shared the same mud in 
the same foxholes, ignore the civilian status of those veterans. They 
return to civilian life from the service and we in AVC are anxious to 
make the human reconversions as speedily and efficiently as possible. 
State agencies to obtain employment exist and should be utilized ; when 
employment cannot be obtained, the existing State agencies handling 
unemployment problems would be used by H. R. 7277 to furnish aid 
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to these returning veterans. Again we say, we think this is a sound 
approach. 
ir. Chairman, the American Veterans Committee favors the enact- 

ment of H. R. 7277. We thank you for listening to our rec- 
ommendations. 

Mr. Grancer. Thank you for your fine statement. 

Mr. Starman. Thank you. 

Mr. Granoer. Our next witness is Mr. Matt Triggs. Will you 
identify yourself for the record ? 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION, WASHINGTON, D. C. 


Mr. Triees. My name is Matt Triggs, and I am assistant legislative 
director of the American Farm Bureau Federation. 

Our statement deals only with H. R. 6174, and the fact that we are 
not testifying on other bills which are presently before you is the fact 
that we did not have an opportun:ty to refer the matter to our board of 
directors. We have a short statement, copies of which have been 
distributed to members of the committee. 


The opportunity of appearing before this committee and presenting the view- 
points of the American Farm Bureau Federation relative to H. R. 6174 is appre- 
ciated. The American Farm Bureau Federation is an organization of 1,452,000 
farm families located in 47 States and Puerto Rico. We are opposed to the 
enactment of H. R. 6174 for the reasons summarized below. 

The bill would establish an unwise precedent. The Congress, in the enactment 
of unemployment insurance legislation wisely provided that, except with respect 
to administrative expenses, the program should be on a self-sustaining basis. 
This bill would abandon this concept. The bill would change an insurance 
program into a welfare or subsidy program. Once the insurance principle is 
abandoned, once we establish a precedent for supplementing State unemploy- 
ment insurance funds by contributions from the Federal Treasury, it will facili- 
tate appeals in succeeding years to contribute Federal funds for other purposes 
and destroy the self-sustaining basis of the program. The history of other 
Federal expenditures would indicate that such supplemental payments, once 
started, will be continued indefinitely. The program would be gradually changed 
from a State-administered, State-controlled program to a program dominated 
and controlled by the Federal Government. 

The bill would establish an unwise national policy, namely, that those seg- 
ments of our society which are adversely affected by the national defense pro- 
gram should be compensated for such adverse effects by payments from the 
Federal Treasury. Inevitably any major readjustment such as that imposed by 
the national mobilization program will involve sacrifices by and losses to a great 
many people. If we are to adopt as national policy the principle that the Fed- 
eral Government should compensate each individual for such sacrifices and 
losses, there is no end to the payments we shall be called upon to make from the 
Federal Treasury for this purpose. It would be equally valid to propose that 
draftees, forced to liquidate a business they have developed, be compensated 
for such losses; or that business concerns, forced to curtail operations by the 
diversion of materials to other purposes, should be compensated for any losses 
suffered for this reason; or that people on fixed incomes should receive pay- 
ments from the Federal Treasury to offset the loss of purchasing power result- 
ing from the inflation incident to the defense effort; or that farmers who lose 
their labor supply to new defense industry should be compensated for the losses 
thus sustained. 

Each new program calling for new Federal expenditures will add to the size 
of the deficit in the Federal budget and contribute to inflationary trends. The 
extent to which inflation will cause further deterioration in the value of the 
dollar is roughly proportionate to the extent to which we resort to deficit 
financing. 

In its concern to prevent further inflation and to aid in the restoration of 
sound national fiscal policy, the American Farm Bureau Federation has recom- 











500 UNEMPLOYMENT INSURANCE 


mended, substantial reductions in Federal spending, including expenditures in 
the budget of the Department of Agriculture which are of particular importance 
and significance to farm people. If inflation is to be avoided and the mos: 
effective use made of our resources, it is imperative that each and every ex 
penditure be rigorously scrutinized and that new spending proposals be ap- 
proved only where they clearly and unmistakably are essential in the defense 
effort. We do not believe the expenditures proposed in this bill can be so 
classified. 

The consequences of Federal deficit financing are so far-reaching and disas 
trous to the maintenance of our economic concepts and institutions that we 
believe every group in our population should be willing to take whatever reason- 
able sacrifices are necessary to avoid such consequences. 

It is therefore recommended, upon behalf of the American Farm Bureau 
Federation, that H. R. 6174 be denied approval. 

Mr. Grancer. That is the Forand bill? 

Mr. Trices. The Dingell bill. 

Mr. Grancer. The Dingell bill? 

Mr. Trices. Yes; that provides Federal contribution to the State 
unemployment compensation funds. As I indicated earlier, we have 
not testified on the other bills, because from the time of the notice we 
did not have opportunity to submit them to our board of directors, but 
it would seem from the general policy outlined in the statement that 
we would be opposed to the principle of Federal contribution, for 
the reasons indicated, and proposed in the Forand bill. 

Mr. Grancer. In that respect they are identical, the Dingell bill 
and the Forand bill. 

Mr. Triaes. I did not get that impression. 

Mr. Grancer. That concludes you statement ? 

Mr. Trices. That concludes my statement, yes. 

Mr. Grancer. Thank you very much for your statement. 

Mr. Trices. Thank you. 

Mr. Grancer. Our next witness is Mr. Alexander. Will you 
identify yourself for the record? 


STATEMENT OF JOHN G. ALEXANDER, NATIONAL ASSOCIATION 
OF REAL ESTATE BOARDS 


Mr. Atexanver. Yes, Mr. Chairman. My name is John G. Alex- 
ander, of Minneapolis, Minn. I am representing the National Asso- 
ciation of Real Estate Boards, whose offices are located at 1737 K 
Street NW., Washington, D. C., with their national office at 22 West 
Monroe Street, Chicago. 

Our association represent 1,122 local read estate boards, and 47,407 
realtors throughout the United States engaged in all phases of the 
real-estate Industry. 

And we are very much interested in matters of public moment, 
euch as the question pending before you. 

We have made a preliminary study of the various bills before the 
comunittee at this time. While we do not pretend to be expert on 
their various details, I would like to make these general comments 
concerning them. 

Our policy on this subject was determined by the National Con- 
cention of the National Association of Real Estate Boards at Chicago 
in November 1951. 

In effect it provides that we believe no additional authority or 
power over the State unemployment-compensation systems should be 
vested in the Federal Government. 
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The statement of the Secretary of Labor, Mr. Tobin, before this 
committee have made it clear that we have a real basis for our fears 
that certain provisions of the Forand, Dingell, and Roosevelt bills 
would move us toward the direction of more rigid control by the Fed- 
eral Government over the State unemployment insurance programs. 

If some provision is necessary for assistance to States whose unem- 
ployment tax funds are depleted, it would appear that repayable loans 
from unemployment tax receipts would be much more consistent with 
the principles of State autonomy than would be nonrepayable grants. 

It is an elementary principle of government that a legislative body 
such as the State legislature in the various States which determines 
an appropriate system of benefits should also have the task of pro- 
viding the money to finance such benefits. Power to hike benefit pay- 
ments without a corresponding responsibility to help raise the money 
to pay them would be in our estimation a dangerous thing. 

At any rate, at a time when the Treasury is overdrawn more than 
$260 billion, when the interest alone on the Federal debt is running 
at $6 billion per year, when the Secretary of the Treasury and Chair- 
man of the Federal Reserve Board are talking in terms of a $10 to $14 
billion deficit toward the end of this year, and when the Congress is 
seeking to maintain some value for the American dollar, every effort 
should be made to avoid a vast and unpredictable drain on the Treas- 
ury. Furthermore we should keep in mind the basic principle that 
unemployment benefits should not be allowed to reach a level which 
will weaken or destroy the incentive to seek productive work. Finan- 
cial gain is the positive incentive which must not be impaired if we 
are not to decrease production and jeopardize the prospects for the 
fullest possible economic employment whiel we all seek. 


TAX LIABILITY FOR EMPLOYERS OF ONE OR MORE PERSONS 


Both H. R. 3391, by Mr. Forand, and the Mills bill contain a pro- 
vision for covering smal! employers. We believe the question of tax 
coverage of small employers of one or more persons is primarily an 
issue of whether the aed or the individual States Jrould decide 
the question of covering these small firms. The States have differed 
among themselves both as to the definition of “small” and as to whether 
eight or more was a correct dividing line or whether a smaller number 
would be correct. Some 17 States and Territories, as pointed out by 
Mr. Tobin, have gone so far as to tax employment regardless of the 
size of the firm. ‘This action demonstrates it can be done if desired by 
the States concerned. We wish to suggest strongly that development 
according to the determination of State legislatures is decidely prefer- 
able to the Congress forcing the States to adopt uniform tax liability 
on small employers. 

We have today in some States small employers who are covered, 
and in other States equally small employers who are not covered. 
It so happens that Iam in a State which covers small employers. The 
important matter of principle to all of us, whether already covered 
under State law or not covered under State law is that our coverage 
has been locally determined by our State legislature. It has not been 
an order directed from Washington that we must be covered, as pro- 
posed by the pending legislation. 
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I might also point out that if these bills, which we are considering, 
are passed, as far‘as employee protection is concerned, my employees 
will receive identically the same protection they have been receiving 
for some years past. As far as I am concerned, I will be required in 
common with small-business men everywhere to pay an extra 3-mill 
tax, which I am not presently required to pay. Other members of 
our association in States where they are presently covered, neither by 
the Federal nor by the State law, will be affected directly and indi- 
rectly by these proposed bills. 

The direct effect, as is true in many cases, is that they will be re- 
quired to pay an additional 3 mill Federal tax. The indirect effect 
will be that their States will be required to cover them, and to impose 
upon them the minimum rate of 2.7 percent for several years, with a 
possible later reduction, depending upon their experience rating. 

Those, Mr. Chairman, are the practical effects of the proposals con- 
tained in the Mills and Forand bills. 

We wish to suggest strongly that development according to de- 
termination of the State legislatures is decidedly preferable to hav- 
ing Congress force the States to adopt uniform tax liability on small 
— 

n evaluating this proposal I am sure that you will consider the 
fact that when you increase employer coverage to include those who 
have only one, two, or three employees, you will be dealing essentially 
with small employers such as lawyers, doctors, dentists, engineers, 
architects, realtors, the small independent merchants, barbers, beau- 
ticians, independent filling station operators, and similar groups. 

A survey of our membership has shown the average realtor is a 
typical small-business man operating a small office. Many operate only 
with themselves and one office girl. 

Obviously the dividing line of eight or more is not necessarily a cor- 
rect one. At the time of its original adoption, one branch of Con- 
gress had passed a 12-or-more provision and the other a 4-or-more 
provision, and the compromise was 8 or more. My discussion is 
confiined not to the necessary validity of eight or more, but to the 
general principle of going down to tax the extremely small employer. 

Old-age and survivors insurance coverage has been cited by Secre- 
tary of Labor Tobin as analogous to the proposed extension of cover- 
age to employers with only one or more emplyees. That act might 
oe be pointed out as a precedent for covering under the unem- 
ployment compensation program regularly employed domestic and 
agricultural workers, but there is no such proposal pending before this 
committee. As a matter of fact, the coverage for OASI is for an 
entirely different hazard, requiring entirely different. duties of em- 
ployers concerned and involving not the risk of unemployment, which 
is virtually nil in some classes such as would be covered under this 
proposal, but, instead, the common hazard of death and old age that 
applies to everyone. 

I cannot help thinking of the situation where a bricklayer takes 
contracts for layin brick and hires a few helpers who probably are 
with him continually and with whom the ups and downs of employ- 
ment are regularly shared. Placing such a bricklayer in the role of 
employer for purposes of making the reports required under unem- 
ployment compensation and paying the 3 percent tax or even the 
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three-tenths percent tax seems to be wholly unnecessary as a function 
of the Federal Government. 

We believe this matter should be determined by the State legisla- 
tures of the various States. 

In his argument for direct Federal grants, the Secretary of Labor 

»inted out that increased unemployment compensation taxes in such a 
Bate as Rhode Island would be a deterrent to new business coming into 
the State. 

By the same token, adding a 3 mill additional Federal tax on the 
cost of the small-business man in that or any other State would make 
it more difficult for the small-business man to carry on and to stay 
in business and provide the jobs he is now providing. 

Mr. Chairman, right at this point, I would lke to read the list of 
14 States and 3 Territories which have the one or more rule for tax 
liability for unemployment compensation. These laws are not all 
identical to H. R. 3391. Some of them have qualifying wages and 
number of days. 

For the States we find Arkansas, California, Delaware, Idaho, Mary- 
land, Massachusetts, Minnesota, Montana, Nevada, New Mexico, Penn- 
sylvania, Utah, Washington, and Wyoming. 

In addition to those 14 States, Mr. Chairman, the one or more 
coverage is contained in the laws pertaining to the Territories of 
Alaska and Hawaii and the District of Columbia. 

We have checked this list just this morning with the Bureau of 
Employment Security at the Department of Labor, and they assure 
us that this isan accurate and correct list. 

You will note that the State of Rhode Island is not listed among 
those having the one or more coverage. 

We are informed by the Department of Labor that the qualifica- 
tion in Rhode Island, which was last amended in 1939, is a number 
of four employees in any, 20-week period. 

I certainly have the friendliest feeling for the chairman of this 
subcommittee and the great State of Rhode Island, but at the same 
time I just cannot believe that the Congress should force a change in 
the law which the legislature now sitting at Providence or the legis- 
latures of the other States can adjust to suit their own needs. 

Another question raised by this proposal before the committee is 
whether the increased Federal tax coverage of small employers is 
designed to increase the Federal funds available for loans or grants 
to a State such as the State of Rhode Island. 

If this is an important reason for the proposed coverage, it should 
be pointed out that the question of Federal “profit” from the tax 
collections depends not alone on the size of the revenues but also 
upon the administrative expenses incident to collecting that revenue. 
For example, if an employer who has only a part-time $1,000 a year 
employee is covered as proposed, the total Federal collection at the 
three mill rate from that employer would be approximately $3. 

The Treasury alone, for this $3, would be put to considerable ex- 
pense in processing the return, and it is extremely questionable 
whether the particular account would result in a net profit or a net 
loss to the Government. In other words, the so-called net Federal 
profit from coverage of a lot of small businesses like this, might be a 
minus quantity, rather than a plus quantity. 
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Accordingly, the Federal Unemployment Trust Fund would be in 
a worse rather than a better position because of the increased employee 


coverage. 

Mr. Chairman, to sum up our stand on the extension of tax liability 
to small employers of less than eight persons, we feel in the National 
Association of Real Estate Boards and its memberships throughout 
the Nation, that this would be another step in the direction of rigid 
Federal standards imposed on the States. 

I wish at this time to express my appreciation to you, Mr, Chairman, 
for your patience and to the committee for allowing us to present our 
views. 

Mr. Grancer. We are glad to have you, sir, and I might say to you 
gentlemen who have appeared here today that the mere fact that the 
committee is not here is not because of a lack of interest in the prob- 
lem which is under discussion. It is because of the fact that we have 
a big appropriation bill pending over on the floor and the Members 
have to be there. 

Thank you very much for your statement, sir. 

Mr. ALexanper. I think we realize that. I was a Member of the 
House for some time. I was on the floor this noon for an hour, and 
1 thought I saw what was going on. 

Mr. Grancer. Thank you very much, sir. The committee will 
stand in recess subject to the call of the Chair. 

(The following statements were submitted for the record :) 

EXEcUTIVE OFFICE, 
Srare or Missouri, 
Jefferson City, March 29, 1952 
Hon. CLavupe I. BAKEWELL, 
Congressman from Missouri, 
House Office Building, 
Washington, D.C. 

“My Dear ConoressMAN: There is pending in the House of Representatives 
H. R. 4135 which is of vital importance to every employer and worker, and to 
empbloyment-security programs in each of the States and Territories in the 
Union. 

H. R. 41338 is designed to stop the use of taxes levied for a particular purpose 
but which are now being diverted to cover completely unrelated Federal expenses. 

The only conceivable justification for the Federal unemployment-compensation 
tax is to provide funds for the employment-security programs of the various 
States. No one has ever claimed anything to the contrary. And yet, since 1936, 
this tax has raised about $1.3 billion more than has been returned to the States 
for these purposes. Missouri's contribution to this excess has been about $28 
million. 

Under H. R. 4135 all taxes collected through the Federal Unemployment Tax 
Act could be used only in the programs which justify their imposition. These 
proper uses are: 

(1) To finance administration of State government security programs to the 
extent provided by congressional appropriations: 

(2) To create a contingency reserve fund out of which States with inade- 
quate reserves could under proper safeguards obtain interest-free loans to cover 
benefit payments in periods of emergency : 

(3) To a'low return to the States of pro rata portions of the amount raised 
but not used for administration and contingency reserve. The amounts so re- 
turned to the States would permit them to strengthen their own reserves if neces- 
sary, and if not, to reduce their taxes on employers. 

It seems to me these proposals are intriniscally fair and should be adopted. 

In addition to insuring the proper use of funds raised under the Unemployment 
Tax Act, H. R. 4133 proposes to apply the tax to employers of one or more work- 
ers, instead of employers of eight or more, as at present. Although I recognize 
there is a tendency to extend all phases of our national social-security program 
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to wider segments of our population, I am not sure that this provision 
should be adopted as a part of H. R. 4133. Many States, as Missouri, still 
apply unemployment-insurance coverage only to larger employers. 1 under- 
stand that some States are extremely reluctant to broaden the existing base. 
In the interest of avoiding what may be a controversial issue and thus 
insure accomplishment of the primary objectives of this bill, which are all but 
unanimously desired by the States, it might be well to eliminate the extended 
coverage provided by H. R. 4133. 

Missouri has approximately 18.500 employers who are now liable under both 
Federal and State employment-compensation laws. They pay all the taxes nec- 
essary for the State’s employment-security program. Their payroll taxes to the 
State insure more than 830,000 workers of unemployment benefits in the event of 
involuntary joblessness. There are now about 1,300,000 men and women in this 
State's labor force. 

In the face of all the facts, I believe it my duty as Governor to urge you to 
support H. R. 4133 which would earmark unempioyment-compensation revenues 
for the exclusive use of employment-security purposes. 

I consider it bad faith on the part of Congress to tax employers under the guise 
of using the revenue for a program to help them in their personnel problems, and 
their workers who need help in times of unemployment, when almost one-half of 
that income is used for purposes entirely foreign to the employment-security 
program. 

It may serve to your interest to trnow the Federal unemployment tax rate of 
three-tenths of 1 percent is almost one-half of Missouri’s average unemployment- 
insurance tax rate of seven-tenths of 1 percent for 1952, a reduction of almost i 
percent over the 1951 average rate. The State’s average tax rate provides the only 
revenue used in payment of unemployment-insurance benefits to workers who 
become involuntarily jobless. 

In conclusion, I again urge your support of H. R. 4133, and assure you of my 
appreciation for anything you may be able to do to achieve its enactment by 
Congress. 

Sincerely yours, 
Forrest SmirH, Governor. 


STATEMENT By Mrssourt STate CHAMBER OF COMMERCE 


The Missouri State Chamber of Commerce takes the following basic positions 
on the unemployment-compensation legislation pending before this subcommittee : 

(1) The provisions made in H. R. 4133 for allocation of the surplus of Federal 
unemployment-compensation-tax funds back to the States are a step in the right 
direction which should lead eventually to all unemployment-compensation taxes 
being left for use by the States without interference by the Federal Government. 

(2) Loans which must be repaid as provided in H. R. 4133 are definitely 
preferable to grants as contained in H, R. 6954. 

(3) Whether every employer should be brought under unemployment com- 
pensation is a matter for each State to determine on a basis of its peculiar 
situation and not for the Federal Government to decide as provided in H. R. 
3391, 4133, and 525. 

(4) H. R. 6174 is undesirable legislation because: 

(a) It would lead to Federal control of State unemployment-compensation 
systems. 

(b) It would increase Federal costs at a time when the Federal Government 
can least afford it. 

(c) It is not needed by the States and would hurt work incentives, and 

(d) It is not in the long-run interest of national defense. 

The rest of this statement will be devoted to giving information on the Missouri 
situation which backs up these statements. 


FEDERAL MISUSE OF UNEMPLOYMENT TAXES 


When Missouri employers pay the three-tenths percent unemployment-com- 
pensation tax to the Federal Government, they would like to feel that it will be 
used to give them and their employees a good unemployment-compensation 
system—they were led to believe that this was the purpose of this tax. But, this 
is not what the Federal Government has done with their tax money. 
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For the fiscal years 1938 through 1951 the Federal Government collected over 
$52,754,000 in unemployment taxes from Missouri employers alone, but returned 
only $25,306,000 to Missouri for administration of the State unemployment-com- 
pensation system according to United States Bureau of Employment Security 
figures. This is just 48 percent return of what Missouri employers paid the 
Federal Government. Only five States received back a smaller proportion than 
did Missouri. But, for all States the percentage of return was only 56.9 per- 
cent. Over a billion dollars of the employers unemployment tax money has been 
used by the Federal Government for purposes other than the administration 
of unemployment compensation. 

The provisions made in H. R. 4133 for allocation of the surplus of the Federal 
unemployment-compensation-tax funds back to the States would not entirely 
remove these inequities, but it would be a step in the right direction. This bill 
would still leave the Secretary of Labor free to distribute these funds among the 
States in a discriminatory manner and spend a great deal of it himself directly. 
It also would not allocate the entire surplus back to the States entirely on a basis 
of what the employers of the State paid in Federal unemployment taxes. The 
only completely equitable answer to this situation is for all unemployment-com 
pensation taxes to be collected and spent by the States with none of the funds 
going to Washington. Nevertheless, the allocation provisions of H. R. 4133 are 
definitely a step in the right direction. 


LOANS ARE PREFERABLE TO GRANTS 


H.R. 4133 makes definite provision for repayment of loans or advances to 
States whose reserves are depleted which is certainly preferable to the free 
grants provided for in H. R. 6954 and 525. The H. R. 4133 provisions would 
seem to have certain advantages over the now expired George Fund which 
despite cries that several State systems were on the rocks was never needed 
even by these few States, Certainly, Missouri with a reserve of over $217,000, 
000 has no foreseeable need for either loans or grants. 


COVERAGE OF ALL EMPLOYERS A STATE MATTER 


The provisions of H. R. 41538, 3591, and 525 which wonld extend coverage to 
employers having one or more employees at any time is not properly a matter 
for Federal determination. This should be left te the individual State which 
can best determine its peculiar needs on a basis of such factors as its administra- 
tive ability to digest the additional coverage, the need for exempting certain 
employment such as casual labor and domestic help, and attachment to the 
labor market. These are factors which may vary from State to State and so 
require individual State consideration. 


THE DEFENSE UNEMPLOYMENT COMPENSATION ACT OF 1952 UNDESIRABLE (H. R. 6174) 


The Missouri State Chainber of Commerce is opposed to H. R. 6174 for four 
major reasons: 


(1) Federal control of unemployment compensation 

Few governors will be able to resist the pressure to ask for Federal funds to 
supplement all their State’s unemployment compensation payments as provided 
in H. R. 6174. Getting all Federal funds possible is the easy method of avoiding 
State responsibilities. Unemployment compensation is a State responsibilit) 
and should remain as such. 

Federal funds certainly would soon be followed by Federal control. This 
would be undesirable for several major reasons: 

1. The economies of the various States vary greatly. The peculiar problems 
of each State require a specialized on-the-spot knowledge which is not and can- 
not be made available in Washington. 

2. The advocates of Federal control traditionally have demanded abolition 
of the State systems of experience rating whereby businessmen who follow good 
employment practices earn lower tax rates. This would lessen greatly em- 
ployers’ interest in cooperating with administrators in properly carrying out 
the unemployment-compensation laws. The Missouri Employment Security 
Director in reporting on recovery of funds from chiselers recently said that most 
of the fraudulent cases were discovered through cooperation of employers. 
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(2) Inereased Federal costs 

No attempt to estimate what the total costs of H. R. 6174 as applied to Mis- 
souri in the future has been made. However, in 1951, total Missouri unemploy- 
ment benefits amounted to $12,131,721. A 50-percent Federal supplementation 
of this as provided in H. R. 6174 would have cost the employer taxpayers $6,065,- 
860.50 for this 1 year alone. In 1950, the additional Federal cost for Missouri 
alone would have been $9,949,451 while in 1949 it would have been $11,281,569. 
Total benefits paid in Missouri from 1939 through 1951 were $146,107,183. A 
50-percent Federal supplementation as provided in H. R. 6174 during this 13-year 
period would have meant an additional Federal cost for Missouri alone of 
$73,.053,591.50. It should be stressed that figuring what H. R. 6174 would have 
cost if it had been in effect in the past gives very minimum figures in estimating 
future costs for several reasons. In the first place, Missouri, like many other 
States, raised its maximum benefits during the last year. In July 1951, the 
maximum weekly benefit in Missouri was raised from $20 for 20 weeks to $25 
for 24 weeks. Thus 50-percent Federal supplementation would now raise the 
maximum individual benefits to $37.50 per week for 24 weeks. Therefore the 
basic cost in the future would be increased greatly even with the same amount of 
unemployment as in the past, and greater unemployment would multiply the 
costs. 

(3) It is not needed and would hinder work incentives 

Federal control and increased costs are enough in themselves to decide against 
H. R. 6174, but these objections are climaxed when it is discovered that the 
States do not need this Federal assistance. 

Michigan, which is used to justify this bill, has more than $825,000,000 in re- 
serve. Missouri's reserve fund as of January was at an all-time high of over 
$217,000,000. 

The attached chart shows the trend of average weekly unemployment bene- 
fits in Missouri from 1943 through 1951, as compared to the cost of living in 
Kansas City and St. Louis. It indicates that the trend of average weekly bene- 
fits in Missouri fell while the cost of living was rising in 1948, but the increase 
in average benefits has kept ahead of the increase in the cost of living ever 
since. It should also be kept in mind benefits are tax-free which means the 
level at which there is little incentive to look for work is soon reached for some 
individuals. 

(4) Not in interest of national defense 

The very title of H. R. 6174 and its declaration of policy Claim that is in the 
interest of national defense. This is just as fallacious as the need argument. 

The real requirements of national defense include location of major defense 
facilities where they will be least vulnerable to bomber attack (i. e. over the 
North Pole) and the movement of labor to the market areas where there is the 
greatest need for labor to man defense industries. Obviously H. R. 6174 is directly 
contrary to both of these basic national defense requirements. 


SUMMARY 


The position of the Missouri State Chamber on the above unemployment-com- 
pensation bills may be summarized as follows: 

The provisions made in H. R. 4133 for allocation of the surplus of Federal 
unemployment-tax funds back to the States are a step in the right direction, which 
should lead eventually to all unemployment-compensation taxes being made 
available for use by the States without interference by the Federal Government. 
Only the latter situation will completely remove the inequities of the present 
system whereby Missouri from 1938-51 got back less than half of the unemploy- 
ment-compensation tax collected from Missouri employers by the Federal Govern- 
ment and all States received only a little more than half while the Federal Gov- 
ernment used more than a billion dollars for purposes other than unemployment 
compensation. 

Loans which must be repaid as provided in H. R. 4133 are definitely preferable 
to the free grant system contained in H. R. 6954. Missouri with a reserve of over 
$217,000,000 has no foreseeable need for either loans or grants. 

Whether every employer should be brought under unemployment compensation 
is a natter for each State to determine on a basis of its peculiar situation and not 
for the Federal Government to decide as provided in H. R. 3391, 4133, and 52h. 
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H. R. 6174 would lead to Federal control of unemployment compensation which 
would fail to recognize the unique economic problems of each State and abolish 
experience-rating tax systems that give employers the incentive to cooperate with 
State administrators in effectively carrying out unemployment compensation 
laws. Federal costs would be increased at a time when the Federal Government 
can least afford it. Federal supplementation is not needed by the States and 
would raise tax-free benetits to the extent that some individuals would have 
little incentive to look for new employment. Finally, the interests of national 
defense are not served by H. R. 6174. 





MISSOURI STATE CHAMBER OF COMMERCE 
Missouri Hotel, Jefferson City, Missouri 


TREND OF AVERAGE WEEKLY UNEMPLOYMENT BENEFITS 
VERSUS THE COST OF LIVING IN MISSOURI . 1943 = 195l# 


MISSOURI UNEMPLOYMENT COMPENSATION BENEFITS 
HAVE KEPT PACE WITH COST OF LIVING 
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# Average benefits for total unemployment are taken from the 1th Annual Report 
of the Missouri Employment Security Division and the Division Statistics 
section. The cost of living trend is based on the Consumers Price Index 
(old series) as compiled by the U. S. sureau of Labor Statistics. The 
January Index was used for every year until 1948 when March figures were 
used for St. Louis because from 19,8 on January indexes were not published 
for St. Louis. Likewise in 1951, December figures were used for St. Louis 
and October for Kansas City. 
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FISHING VESSEL OWNERS’ ASSOCIATION, 
Ketchikan, Alaska, April 12, 1952. 
Hon. E. L. Bart err, 
Delegate from Alaska, Washington, D. C. 

Dear Mr. Bartierr: It has come to our attention that H. R. 3391, a bill now 
pending in Congress would subject all employers having one or more individuals 
in employment to the coverage under the Federal Unemployment Tax Act. 

The members of the Ketchikan Vessel Owners’ Association unanimously protest 
enactment into law of H. R. 3591 for the following reason. 

The members of the Ketchikan Vessel Owners’ Association consist of owners 
of small fishing vessels engaged in the halibut fishery who employ from one up 
to six men on board their vessels during the fishing season. The fishing season 
is getting shorter and shorter every year. Prices on halibut paid to the fisher- 
men has declined beside a limited catch only is available. Cost of outfitting 
supplies for fishing as well as cost of repairs and upkeep of vessels and ma‘ hinery 
are climbing continuously and has now climbed to such high level that there 
is no longer any profit left to the owners of the vessels for the maintenance andl 
support of themselves and their families as well as for payment of the present 
Federal, territorial, and local taxes. 

The law of the Territory of Alaska exempt fishing vessels from coverage under 
the Unemployment Tax Act. In the event H. R. 3991 is enacted into law, the 
employee's on Alaska fishing vessels would not receive any benefit from the tax 
payments. Thereto, an additional assessment against the Alaska fishing fleet 
of 3 percent on all crew shares would completely put the vessels out of commission 
or force the owners to engage in such fishing or employment where no crew would 
be required in order to meet the required cost to operate their vessels. Under 
such act a large part of the Alaska fishing population would be left on the beach 
without any income to support themselves and their families. 

In view of the above facts, we beg that you use all your effort to protest H. R. 
3391, or otherwise to get the Alaska fishing fleet exempted from the Federal 
Unemployment Tax Act. 


Respectfully. 
KETCHIKAN VESSEL OWNERS’ ASSOCIATION, 


THOR HENRICKSEN, Manager. 


STATEMENT oF T. J. MAHONEY, THE DAtryY INDUSTRY COMMITTEE, WASHINGTON, 


My name is Timothy J. Mahoney. I am chairman of the subcommittee on 
social security of the Dairy Industry Committee. The viewpoints expressed 
here are those of the Dairy Industry Committee, with offices in the Barr 
Building, Washington, D. C. 

This is a central committee, composed of official representatives of national 
associations whose members are engaged in the dairy manufacturing, processing, 
and distributing fields. The member associations are as follows: 

American Butter Institute 

National Cheese Institute 

National Creameries Association 

American Dry Milk Institute 

Evaporated Milk Association 

International Association of Ice Cream Manufacturers 

Milk Industry Foundation 
The dairy industry produces, processes, manufactures, and distributes milk and 
all forms of dairy products in several thousand plants scattered throughout the 
48 States. This industry employs full-time at least 144 million people and 
provides a livelihood for at least 10 million persons. The dairy industry con- 
tributes more than $10 billion annually to our national commerce and, aside from 
milk and cream, supplies approximately 40 percent of our beef. The house- 
wives of this Nation spend about 15 percent of their food budgets on dairy 
products and for this they get nearly 30 percent of the food consumed annually 
in this country. 

With an industry so vast and of such economic importance, it can thus readily 
be seen that our interest in the proposed legislation being considered by this 
subcommittee is very great. 
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We will express our opinion on the five bills now before this Subcommittee on 
Unemployment Insurance. In numerical order they are: H. R. 3391, H. R. 4133, 
H. R. 6174, H. R. 6954, and H. R. 7277. 

With reference to H. R. 3391, introduced by Representative Forand, which 
proposes to amend section 1607 (a) of the Internal Revenue Code, by providing 
that “employer” means any person who during the taxable year has one or more 
individuals in employment. 

We respectfully submit that it would be in the interests of efficient and ece- 
nomical administration if the bill were amended to provide that the term 
“employer” means “any person who, on each of some 20 days of the taxable 
year, each day being in different calendar weeks, employed one or more indi- 
viduals in employment.” 

This amendment would change the language of the present section 1607 (a) 
of the Internal Revenue Code, to spell out the duration of employment required, 
the purpose of which is to compel some attachment to the labor market. 

With reference to H. R. 4133 introduced by Representative Mills, we support 
the passage of this bill for the reasons set forth in the statement filed on behalf 
of the United States Chamber of Commerce before this subcommittee, 

With reference to H. R. 6174, we respectfully submit the following statement 
in opposition to this bill: 

The bill provides for an increase, at Federal expense, in the unemployment 
compensation benefits payable under State unemployment compensation laws. 
The Federal supplementary unemployment compensation payments are made 
part of the cost of defense mobilization. The Federal supplementary payments 
may be made to the unemployed whether or not their employment is due directly 
or indirectly to the defense mobilization. 

Four findings are set forth in section 2 of the bill, for adoption by the Con- 
gress, to wit: 

I. That mobilization of the Nation's productive resources for the defense of 
the United States and dislocations in the economy during the national emer- 
gency have cause, directly and indirectly, large numbers of persons in certain 
areas to become unemployed. 

II. That a large amount of such unemployment is among workers whose skills 
are and will be essential to the defense efforts of the Nation and its security. 

III. That the present benefits provided under State unemployment compen- 
sation laws are both inadequate and unfair to workers suffering such 
unemployment. 

IV. That alleviation thereof is essential to defense mobilization and must be 
considered to be part of the cost of the defense program. 

These proposed findings, because of their serious nature and disturbing impli- 
cations, should not be made or accepted by Congress without a thorough study 
of the facts. 

Mobilization, according to Webster’s Dictionary, means “to assemble for use 
and put into movement or circulation.” If findings I and Il were adopted by 
Congress, such action would be tantamount to saying that the Nation's produc- 
tive resources had not been efficiently and completely assembled for use or put 
into movement or circulation. It is common knowledge that the United States 
Department of Labor and employers engaged in defense work in many areas 
throughout the country are looking for thousands of workers, skilled and un- 
skilled. Appeals are made daily in newspapers and over the radio for workers 
to fill jobs. In these circumstances it seems axiomatic that, if there is substan 
tial unemployment in any labor-market area anywhere in the Nation, it would 
be infinitely more sensible and in the interest of the Nation's defense to bring 
together the unemployed individuals and the jobs that are waiting for them than 
to pay such unemployed individuals in certain labor-market areas more money 
than is payable under their State unemployment-compensation laws, in order 
that the said may remain idle in said areas. 

The payment of additional money to the unemployed “whose skills are and 
will be essential to the defense efforts” would merely encourage them to remain 
idle and do nothing for the defense effort and nothing constructive for themselves. 

Under the provisions of this bill, in most instances, the unemployed would be 
receiving almost as much in nontaxable unemployment benefits for doing nothing 
as they received in wages, after taxes, for their work in support of the defense 
effort. State unemployment benefits plus Federal supplementary unemployment 
benefits, if the emergency lasted long enough, would be the narcotic to lull the 
workers into a sense of security and scuttle the defense effort. The bill would 
tend to retard and to defeat rather than to promote the defense effort. 
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The Federal supplementary unemployment benefits provided for in the bill are 
not for unemployment due directly or indirectly to the defense effort. All that 
is necessary for an individual to receive the Federal supplementary benefits 
equal to 50 percent of the amount payable to the individual under his State 
unemployment compensation law, is for the governor of the State to certify 
and for the Secretary of Labor to find that in “one or more labor market areas” 
of the State there exists substantial unemployment. The bill does not disclose 
what is meant by “labor market areas” or “substantial unemployment.” If a 
State law provides for unemployment benefits for an unemployed individual's 
dependents, then the Federal supplementary benefits may go up to 75 percent of 
the weekly wages received by the individual where he has four or more de- 
pendents. Assuming, however, that in one labor market area of a State there is 
substantial unemployment due directly or indirectly to the defense effort and the 
governor of the State certifies and the Secretary of Labor finds such to be the fact, 
then State unemployment compensation benefits plus Federal supplementary pay- 
ments are to be made “to all unemployed individuals in the State.” This pro- 
vision of section 4 of the bill, we submit, clearly indicates that the Federal sup- 
plementary benefits are not confined to the unemployed who may be unemployed 
because of the mobilization of the Nation’s productive resources and the dis- 
locations in the economy during the national emergency. 

The facts as reported in the Social Security Bulletin, published by the Federal 
Security Agency in January 1951 and January 1952 do not support a substan- 
tial increase in unemployment. Table No, 158, entitled “Employment Security,” 
on page 28 of the Social Security Bulletin of January 1951 states that as of 
November 27, 1950, the average weekly number of beneficiaries in all of the 
States in the system was 650,530, whereas the same table, entitled “Employment 
Security” on page 27 of the Social Security Bulletin of January 1952, reports 
that as of November 27, 1951, the average weekly number of beneficiaries in 
all of the States in the system was 712,819, or less than a 10-percent increase. 

Finding No. III, that present benefits provides for under State unemployment 
compensation laws “are both inadequate and unfair’ to workers suifering 
unemployment, should not be adopted by the Congress especially since a brief 
review of the Federal-State unemployment compensation system will indicate 
that the State unemployment compensation laws have been steadily liberalized. 
As a specific illustration of this liberalization, in the State of Michigan, as 
of November 27, 1950, for the year preceding such date, the average weekly 
payment of benefits was $22.84, whereas in the State of Michigan for the year 
preceding November 27, 1951, the average weekly payment of benefits was $27.08, 
or over 1814-percent increase in the average weekly benefits in the vear (Social 
Security Bulletins, January 1951, p. 28: January 1952, p. 27). Furthermore, 
it has always been understood that the States were to be independent in connec- 
tion with the enactment and administration of unemployment compensation laws. 
if the Federal Government is to pay out of its Treasury the supplementary benetits 
and charge the cost to defense mobilization, then it is obvious that a Federal 
standard would be forced on the people of a State and they would not, there- 
fore, be making and controlling their State unemployment compensation law. 
There would be interference by the Federal Government through the rules 
and regulations the Secretary of Labor is authorized to make (sec. 9). 

These rules and regulations covering the substantial supplementary benefit 
payments provides for in the bill would, we submit, be the entering wedge for 
the Federal Government to take over State unemployment compensation laws. 
Several times in the past 183 years attempts have been made by one approach or 
another to bring about this resuit. Each time the attempt has been rejected 
by the Congress. This present attempt, under the cloak of defense effort, should 
likewise be rejected by this honorable committee. The proponents of the bill 
may deny any such attempt and cite in support of their position that under 
the bil! nothing can happen until and unless the Governor of a State takes the 
initiative. One answer to such a denial is that a Governor is a human being, 
too, and if in one area of his State an unfortunate temporary unemployment 
situation prevails, there may be sufficient pressure to have the Governor so 
certify in order to obtain substantial additional benefits for the unemployed. 
If additional benefits are to be paid under a State law, let the people of the State 
decide what the amount and duration of the unemployment compensation bene- 
fits should be. 

The fourth finding proposed is that where there exists substantial unemploy- 
ment “alleviation thereof is essential to defense mobilization.” 
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From the earliest days of the Federal Social Security Act to the present time 
two fundamentals have been accepted almost unanimously : 

1. That unemployment compensation laws have two purposes—alleviation and 
prevention, the “large purpose” being the prevention of unemployment; and 

2. That unemployment is not to be made attractive by having the benefits 
under unemployment compensation laws equal or approach too closely to wages 
for employment. 

The best way to alleviate any substantial unemployment situation in any 
labor market area is to fill the many vacant jobs, in connection with the defense 
effort, with the defense effort, with the unemployed individuals. 

With reference to H. R. 6954 and H, R. 7277, in the interest of conserving 
time, we indorse the position taken by the United States Chamber of Commerce. 


NATIONAL Corton Compress & CoTTron WAREHOUSE ASSOCIATION, INC., 
Washington 6, D. C., April 5, 1952. 
Re H. R. 4133, 6174, 6954, and 7277, hearings, April 7. 
Leo H. Irwin, 
Assistant Clerk, Committee on Ways and Veans, 
House of Representatives, Washington 25, D.C. 

Dear Mr, Irwin: I thank you for your letter of March 29, advising that I am 
tentatively scheduled to testify concerning the above bills before the Subcom- 
mittee on Unemployment Insurance on April 7. 

The membership of this association is opposed to each of these bills on the 
ground that it would increase the degree of “federalization,” or Federal control 
of unemployment compensation. 

An unavoidable emergency in association affairs has so monopolized my time 
during the past week that it will be impossible to prepare and present a state- 
ment to your subcommittee on Monday, April 7. 

It is, therefore, requested that the time tentatively alloted to me be released, 
and that this letter be filed with the transcript of the hearings. 

Your courtesy is sincerly appreciated. 

Yours very truly, 
Joun H. Topp, 
Counsel and Washington Representative. 


STATEMENT OF THE WISCONSIN STATE CHAMBER OF COMMERCE 


In representing some 2,000 business organizations, it has been interesting 
to note that we have received numerous unsolicited letters from our members 
opposing H. R. 6174. These business organizations urged us to make this 
appearance and to point out why we in Wisconsin feel that this bill should not 
be passed. We will confine our statement to the effects of this bill upon 
Wisconsin, its businessmen, and its employees. 

The consciousness of the problem of caring for the unemployed workers was 
solved in Wisconsin long before the Federal Government passed any legislation 
on the subject. In 1932 Wisconsin became the first State to pass legislation 
providing benefits for unemployed workers. We did not ask for Federal aid 
then—and we do not do so now. This bill questions the ability of State legis 
lators to solve unemployment problems for themselves-——problems which we in 
Wisconsin have consistently and adequately solved for the past 20 years. 

In Wisconsin we have a statutory advisory committee whose duty it is to 
“submit its recommendations with respect to amendments * * * to each 
regular session of the legislature.” This committee is composed of four Labor 
representatives of the AFL and the CIO, and four representatives of industry. 
At each legislative session in Wisconsin this committee submits an “agreed” 
bill recommending changes in our unemployment compensation law. We feel 
that this cooperative effort of labor and management, in safeguarding our State 
system, has worked admirably, and we feel that H. R. 6174, if passed, will be 
another step toward eventually destroying this harmony of which we are justly 
proud. 

The Dingell bill in its preamble states that there are “large numbers of persons 
in certain areas unemployed due to the mobilization of national production 
resources for defense, and dislocations in the economy during the national 
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emergency.” However, in providing Federal supplemental benefits, the bill does 
not limit itself to this interpretation. In Wisconsin we have certain seasonal 
canning operations, such as peas and corn. The workers who are employed 
in these operations know that this is short-term employment. When the canning 
season is completed, we do have depressed areas with no prospect of immediate 
reemployment; depressed at least until these workers move out of the areas 
into other employment. It would take only one such incident in Wisconsin to 
fit the qualifications of this bill. Therefore, it is obvious to us that the preamble 
of this bill is nothing more than a sanctimonious attempt to hide its true intent— 
federalization of the State unemployment compensation systems. 

This bill speaks of the present pressing unemployment problem, and yet the 
Wisconsin unemployment picture is exceedingly healthy, as is well confirmed 
by the charts which are attached to this testimony. These charts will con- 
clusively show that Wisconsin is not in desperate straits, and not in need of 
Federal aid. We do not anticipate such need, and should the emergency, or our 
shift into high geared defense production, bring about a sharp incidence of 
unemployment, we feel eminently qualified to care for ourselves. In 149 we 
had close to 50,000 unemployed workers. We have survived. Today our unem- 
ployment is 24% times less that fizure. The proponents of this bill seek passage 
on the grounds that “Congress finds large numbers of unemployed.” Not in 
Wisconsin. 

Our unemployment compensation law provides a maximum benefit of $30 per 
week for a maximum duration of 26% weeks. A complete schedule of benefits 
is attached to the written statement for your information. The advisory com- 
mittee, which we have already mentioned, has consistently increased the benefits 
to keep pace with the rising cost of living. The most recent increase raised the 
maximum benefit from $26 per week to $30. We have attempted to keep benetit 
levels at approximately 50 percent of the average weekly wage. We have done 
so deliberately. In these days of payroll deductions for Federal income taxes, 
Federal Old Age and Survivors Insurance, union dues, medical and hospital 
insurance, costs of transportation and other incidentals to the worker, a greater 
benefit percentage than this would discourage a worker from returning to work, 
or at least, from actively seeking other employment. We are, therefore, op- 
posed to the Dingell bill because in Wisconsin it would destroy the incentitve 
to work by giving the unemployed worker almost as much money for not working 
as he would receive for working after all deductions had been taken from his 
pay check. 

At the close of the last calendar year, Wisconsin employers had a reserved 
fund of $237,405,770. We are sure that this amount is more than adequate to 
guard against any future lay-offs that might result from defense production 
conversion. The Wisconsin law further provides for graduated increased taxes 
in the event that any employers’ individual reserve account falls below 10 per- 
cent of his payroll. Wisconsin employers, therefore, believe that financial sta- 
bility has been adequately demonstrated and that there is no necessity for fur- 
ther supplementation by the Federal Government. 

As you will note from the attached data, the average weekly benefit check 
for 1951 in Wisconsin was $21.74. The average weekly pay check for 1951 
was $68.80. This latter figure ranged from a low in July of $66.26 to a high in 
December of $72.67. The maximum benefit of $30 is paid to those whose earn- 
ings were $58 per week or more. It becomes rather obvious then that this bill 
errs when it states that “a large amount of such unemployment is among work- 
ers whose skills are essential.” It is the skilled workers who are receiving the 
high wages. If there were large numbers of skilled workers unemployed, the 
average benefit check for 1951 would certainly be higher than $21.74. In 1951 
only 37 percent drew maximum benefits. It becomes evident then, that the 
seomactong of those receiving benefits are the unskilled or those drawing partial 

nefits. 

The businessmen of Wisconsin protest this bill because they believe it would 
be politically impractical for our governor to fail to put Wisconsin in line for 
this Federal “dole.” Pressures from labor would very quickly force every State 
to submit to this new and unnecessary subsidy. The first slight depression in 
one area in Wisconsin would be sufficient to raise the cry for the Governor's 
certification. 

We would like to point out that we are justly proud of the Wisconsin unem- 
ployment compensation law. Many features of our law have been used as a 
model by other States. It is well policed, with a minimum of fraudulent claims. 
The Dingell bill, with its additional benefits, would foster malingering and 
encourage attempts at fraud. 
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We urge defeat of this bill. We believe it is another attempt to usurp a 
State right, an attempt to insult our integrity, to beggar our honest intent to 
settle our own problems which we have proved so conclusively we are able to 
do without Federal intervention. 

We cannot stress too strongly that we do not want, we do not need, and we do 
not ask for Federal aid. We maintain that the moneys of the budget of the 
Department of Defense should be used strictly to build our military strength, 
and not used to further another socialistic scheme. There has been no demon- 
strated need for further Federal aid in unemployment benefits. We can only 
believe that this is another of the numerous attempts to federalize the State 
unemployment compensation systems. 

In conclusion, while we have represented Wisconsin business organizations, 
we are certain that these remarks might very well represent the views of busi- 
ness organizations throughout the country, who are cognizant that this bill is 
wholly unnecessary. We ask that you treat it accordingly. 

The Wisconsin State Chamber of Commerce also wishes to voice its opposition 
to H. R. 6954 which gives, not lends, money to the States. This bill would 
effectively destroy experience rating, which has proved beneficial to both man- 
agement and labor over the years. 

We do, however, actively support the Mills bill, H. R. 4133, which is the State 
administrators bill. It is felt that the vast experience of these administrators 
should be given every consideration, and we ask that you recommend this bill 
for passage. 
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Schedule of benefits 
Weekly 


Line Average weekly wage class benefit rate 
1. Under $12 
2. $12 to $14.50 

. $14.51 to $17 

. $17.01 to $19.50 


$22.01 to $24.50 
. $24.51 to $27 

8. $27.01 to $29. 
9. $29.51 to $32 
10. $32.01 to $34 
11. $34.01 to $36 
12. $36.01 to $38 
13. $38.01 to $40 
14. $40.01 to $42 
15. $42.01 to $44 
16. $44.01 to $46 
17. $46.01 to $48 
18. $48.01 to $50 
19. $50.01 to $52 
20. $52.01 to $54 
21. $54.01 to $56 
22. $56.01 to $58 
23. $58.01 or more 

1 Under new determination based on some work after Aug. 25, 1951. 
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STATEMENT OF THE ALABAMA STATE CHAMBER OF COMMERCE 


This statement is being filed on behalf of more than 600 employer members 
of the Alabama State Chamber of Commerce, who last year paid over half of 
the unemployment compensation taxes collected in Alabama. 

The State chamber favors a sound, State-administered unemployment con- 
pensation program. In keeping with the original aims and scope of unemp!loy 
ment compensation, we have tried to maintain a program that provides partial 
protection against the loss of wages when an employee is temporarily out of 
work through no fault of his own. The State chamber has concurred in certain 
State legislation providing reasonable increases in benefit amounts and more 
lib-ral eligibility conditions. 

With respect to the legislation now under consideration by the Subcommittee: 
on Unemployment Insurance, the Alabama State Chamber— 

(1) Opposes H. R. 3391, H. R. 6174, and H. R. 6954. (See parts A, B, and 
C of this statement.) 

(2) Endorses and supports those provisions of H. R. 4133 regarding admin- 
istrative financing and loans to States, but opposes the provision for extend- 
ing coverage to employers of “one or more.” (See pt. D of this statement.) 

These views are based upon the practical day-to-day experience of our mem- 
bers in complying with the Alabama unemployment compensation law, and also 
upon a continuing study of unemployment compensation administration and 
financing by the social-security committee of the Alabama State Chamber of 
Commerce. The reasons for our position on each bill are set out briefly below. 

A. H. R. 3391, by Mr. Forand: To amend the Federal Unemployment Tax 
Act by extending coverage to an employer “who, at any time during the taxable 
year, has one or more individuals in employment.” 

We oppose the extension of coverage provided in H. R. 3391 for these reasons: 

1. Provides no qualifying conditions before imposing “employer” status.— 
Under this proposal, a person wou'd become an “employer” if he hired the sery- 
ices of a single individual in detined “employment” for even a single day during 
the taxable year. Such persons as small retailers, professional men, and others, 
who on rare occasions hire assistance, would be subject to the Federal tax and 
the State unemployment compensation laws. 

The present law has a qualifying condition providing for the employment of 
eight or more persons “on each of some 20 days during the taxable year, each 
cay being in a different calendar week.” The amendment proposed by H. RK. 
3391 not only reduces the required number of employees from eight to one, but 
also eliminates this qualifying condition. 
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Of the 17 States now covering employers of one or more, 11 States have some 
qualifying condition. Some States provide that’a person does not become an em- 
ployer unless his employee is paid a certain amount of wages. (For example, if 
more than $250 is paid to the employee in any quarter.) Other States provide 
that a person does not become an employer unless his employee works for a cer- 
tain length of time. (For example, works 1 day in each of 20 weeks.) 

It seems desirable that some wages paid or time employed qualifying conditions 
should be established. The present qualifying condition of employment on 20 
pos = the taxable year, each day being in a different calendar week might be 
retained, 

2. Extension of coverage a matter for State determinations.—The decision to ex- 
tend coverage should remain the prerogative of the States. Passage of H. R. 
3391 would automatically extend coverage to employers of one or more in 28 
States. These States have legal provisions which would make their size-of-firm 
coverage coextensive with that of the Federal Unemployment Tax Act, if that act 
were amended. Alabama is one of these States. We believe that coverage should 
be extended when the people of Alabama and the Alabama Legislature deem it 
economically and socially desirable and administratively feasible. Every other 
State should be free to make a similar determination. 

3. Increases cost of administration—While it may be administratively pos- 
sible to extend coverage to employers of one or more, the increased cost of ad- 
ministration makes extensicn impractical. Alabama is a State with many small- 
business establishments. Presently about 9,500 employers are covered by the 
unemployment compensation law. It has been estimated that extension of cov- 
erage to employers of one or more would cover about 32,500 additional Alabama 
employers. In other words if H. R. 3291 were enacted, we would have almost 
4% times as many covered employers in Alabama as we have now. Yet, it has 
been further estimated that this extension of coverage would increase the number 
of covered employees in Alabama by only 10 percent. 

The cost of administering the unemployment compensation accounts of a small 
employer, who personally does his own bookkeeping and reporting, may be as much 
as the cost of administering the accounts of a large employer, who has expert 
accountants and personnel executives to maintain his records and prepare his 
reports. In view of the disproportionate increase in administrative costs, it is 
doubtful whether quadrupling employer coverage in order to increase employee 
coverage by only 10 percent is warranted. 

4. Hardship on small business.—Much concern is being expressed over the plizht 
of small business, Extension of coverage will increase the operating costs and 
further aggravate the difficulties of small business. 

B. H. R. 6174, by Mr. Dingell: To provide supplementary unemployment com- 
pensation benefits in certain cases to workers unemployed during the national 
emergency. 

We oppose H. R. 6174 which proposes to supplement State unemployment com- 
pensation benefits with a Federal subsidy for the following reasons: 

1. Passage of H. R. 6174 means Federal control and the end of State-admin- 
istered unemployment compensation programs.—Federal supplementation once 
started will continue. There will be no turning back to a solely State-financed 
system. State legislatures will lose control over unemployment compensation 
policies, and all pressures will be concentrated on Washington for increased 
benefits through incerased Federal supplementation. Once Federal money is 
injected into the benefit payment schedules, it will not be too long before certain 
Federal standards will become a prerequisite fo rcontinued Federal! supplementa- 
tion. States will be required to acept Federal control over all aspects of unem- 
ployment compensation in exchange for Federal money. The Secretary of Labor 
could use the regulation-making authority vested in him by this bill to compel 
compliance with certain Federal standards. There should be no illusions that 
Federal sharing of unemployment compensation costs can be achieved without 
inevitable federalization of the unemployment compensation program. 

2. Insurance principics will be abandoned.—As now conceived, unemployment 
compensation is a jobless insurance, with payroll taxes paying the premium and 
with benefits determined by the individual worker’s earnings and employment 
record. Supplementation will be a Federal handout paid out of general revenues. 
Supplementation is just another phase of the socialistic drive for a guaranteed 
annual wage with the taxpayer paying the bill. 

2. Supplementation is contrary to defense policies.—Material and manpower 
policies under the Defense Production Act are designed to dry up certain non- 
essential, civilian production and to divert the manpower and material to war- 
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production centers. Benefit payments fattened by Federal supplements will 
discourage unemployed workers. from immediately going to deefnse production 
centers where they are needed. 

4. Supplementation applies to all States.—-While the arguments in support of 
this bill are all slanted to apply to the Michigan situation, the bill actually 
applies to all States. The governor of any State may certify to the Seeretary of 
Labor that a labor market area in his State has substantial unemployment and 
no immedite prospects of reemployment. If the Secretary of Labor approves the 
governor’s certiffcation, Federal supplementation payments are to be made. For 
15 years the United States Department of Labor has proposed various schemes 
to take over the administration of unemployment compensation. Each time Con- 
gress has rejected the Department’s proposals. Anxious to dominate State 
systems the Secretary of Labor will undoubtedly be most lenient in approving 
applications for Federal supplementation. Furthermore, tremendous pressure 
will be brought on the various governors to request supplementation, the ar.su- 
ment being that it is Federal money and other States are getting it so why 
shouldn’t we get it. It is possible that all States might apply for supplementa- 
tion, and Federal supplementation might become universal. 

5. Supplementation is costly—Sponsors of this proposal are talking in terms of 
a few million dollars to relieve the Michigan situation. If supplementation 
spreads to all States or to the major industrial States, the total cost to the tax- 
payer would be greatly increased. 

6. Present benefits are adequate.—We object to the statement in the preamb'e 
of H. R. 6174, that “the present benefits provided under State unemployment 
compensation laws are both inadequate and unfair to workers suffering such 
unemployment.” State benefit levels have kept pace with the cost of living and 
the dollar amounts have been repeatedly increased. Passage of this proposal 
means overriding the considered judgment of all State legislatures as to the 
necessary and proper amount of benefits to be paid. State legislatures have 
raised benefits as rapidly as they felt it safe and constructive to do so. They 
have kept in mind at all times the necessity of maintaining a substantial cash 
incentive for the unemployed worker to seek and accept work. 

7. Michigan should take care of its orn problems.—Michigan along with other 
industrial States managed to adjust to the conversion problems of World War IT. 
The unemployment problem in Michigan has been exaggerated. Considernbly 
more unemployment has been experienced in Michigan in the past. There is no 
crisis in Michigan that cannot be worked out by the State. Michigan's unem- 
ployment trust fund balance stands at $356 million. Until emercency action is 
taken by the Michigan Legislature and the trust fund is depleted, there is no need 
for Federal action. After all, unemployment compensation was designed to teke 
care of situations now arising in connection with war conversion. We are con- 
fident the enterprising businessmen of Michigan wil! meet the present challen’e, 
and soon will be taxing their full industrial capacity to manufacture the materials 
of war our Nation now needs. More work generated by speedy negotiation of 
defense contracts—rather than a Federal hand-ovt—-is the solution to unempley- 
ment in the Michigan area. It is understood that Mr. Char'es E. Wilson, Director 
of Defense Mobilization has already taken action in this direction. 

8. No problem in Alabama.—In Alabama as in most other States, there is no 
unemployment crisis. In January of 1950 high unemployment was experienced, 
but the problem was solved without Federal assistance. Furthermore, Alabama's 
unemployment compensation trust fund balance is a healthy $67,233,024 as cf 
February 29, 1952. This balance is only $300,000 less than the all-time high 
established in August 1945, just before VJ-day. This amount is sufficient to pay 
155,000 unemployed workers a maximum benefit of $22 a week for a maximum 
period of 20 weeks. We need and want no Federal supplementation of uncmploy- 
ment benefits in Alabama. 

Your attention is invited to the fact that the Governor of Alabama, the Henor- 
able Gordon Persons has expressed his opposition to H. R. 6174 in the following 
telegram sent to the members of the Alabama congressional delegation : 

“L urge you to vigorously oppose H. R. 6174. I feel that the preservation o* the 
State unemployment insurance system is much more important to the Nation 
than raising the benefits to the workers temporarily unemployed in Detrcit. 
We are against the Federal Government subsidizing any unemployment benefits 
in connection with our State pregram.” 

C. H. R. 6954, by Mr. Forand: To earmark all Federal unemployment taxes for 
the Federal unemployment account,” and to authorize Federal grants to replenish 
State funds in danger of depletion. 
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We favor in principle a plan to underwrite State systems by providing repayable 
loans to those States whose unemployment compensation programs are endangered 
by insolvency. We further favor the earmarking of the Federal unemployment 
tax exclusively for unemployment compensation purposes. However, we are 
opposed to H. R. 6954 for the following reasons: 

1. Freess tar not returned to States.—While all Federal unemployment tax 
collections are earmarked for the “Federal unemployment account,” none of the 
excess is to be returned to the States. All money inp this account would be spent 
and allocated in a manner to be determined by the Federal Government. 

2. Provides further cxpansion of Fedcrai grants.—H. R. 6954 would provide 
outright Federal grants to those States with depleted reserve funds, We are 
oppesed to any further expansion of the Federal-State grant-in aid arrangement. 
We are alarmed by the steady growth of the bewildering system of Federal 
grants to States which is undermining State fiscal responsibility. 

3. L:necourages unsound State financial administration.—Those States with de- 
pleted reserves could receive l’ederal grants for an indefinite period to pay bene- 
fit costs in excess of 2.7 percent of their covered payrolls. These States would 
not be en: ouraged to “put their house in order” by sound financial management. 
Instead, they would be encouraged to be more extrava‘ant and re-kless. In lieu 
of outright grants, the Alabama State chamber urges a system of interest-free 
repayable loans. Under such an arrangement, State financial responsibility 
would be strengthened, and prudent financial management encouraged. We de- 
sire to preserve the sound financial management now prevailing in Alabama. 

4. Promotes excessive liberalization of bencfits.—With Fed-ral grants being 
made to States for benefit costs which exceed 2.7 percent of the States’ covered 
payroll, excessive liberalization of benefits would be encouraged. Once benefit 
costs reached 2.7 percent of covered payrolls, the “sky would be the limit” on bene- 
fit payments, with the Federal Government paying all the cost in excess of 2.7 per- 
cent. The individval employee's incentive to work, rather than to draw bene- 
fits would be weakened. The present balance between reasonable benefits and 
reasonable employer taxes now being maintained in Alabama would be destroyed. 
Ultimately, the taxpayers would be called upon to pay the cost of excessive 
benelits throuch Federal grants financed out of general taxation. 

5. Lays ground work for complete federalization of unemployment compensa- 
tion.—If the Federal Government makes grants to finance State unemployment 
benefits, the next logical step will be the imposition of Federal standards. State 
comp aince With these standards will be a prerequisite if a State is to continue to 
receive Federal grants. if the integrity of State-administered unemployment 
compensati n systems is to be preserved, Federal grants must not become a 
part of benefit financing. 

6. Destro, s es por-ence rating system.— The offer of Federal grants would en- 
courace States to levy a 2.7 percent tax rate. With ail employers paying a 2.7 
pereent tax rate, employer interest in unemployment compensation would be 
killed. There would be no incentive for an employer to stabilize emobloyment, 
fir he could no lon-er earn a low experience rating tax rate. We in Alabama 
desire to preserve our experience rating s\stem, for it is the key to stabilizing 
employment and te tiaintcuining employer interest in adiministration. 

7. We need no Federal grants.—We in Alabama necd no Federal grants to pay 
unemployment benefits. Through careful, conservative management our fi- 
nauces are in sound, solvent condition. The balance of the Alabama unem- 
ployment compensation trust fund stands at $67,233,024—just $313,000 below 
the all-time high established 2 days before VJ-day. If our trust fund ever 
hecomes depleted, we may want to negotiate an emergency loan to be repaid 
as soon as we can adjust our financing. We want nothing more. 

D. H. R. 4138, by Mr. Mills: To provide for the payment of all Federal unem- 
ployment taxes into the Federal unemployment account, to return to the States 
the e.cess of such taxes, to make advances to States, and to extend coverase to 
employers of “one or more.” 

We endorse and suppert H. R. 4133, except the provision extending coverage 
to employers of “one or more,” for these reasons: 

1. Karmarks Federal unemployment tar for employment security purposes.— 
We have long ol j cted to the diversion of the excess of the 03 percent Federal un- 
employment tax collections to general governmental purposes. We believe the 
proceeds of this tax should be used exclusively for employment security pur- 
poses, as is provided in H. R. 4133. 
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2. Returns ercess tar to States——We endorse the principle of returning the 
excess Federal unemployment tax collections to the States. The flexibility in 
H. R. 4133 which permits the individual State to determine how to use its share 
of excess collections—either for administration or benefits—is very desirable. 
While we realize the formula for distributing the excess collections among the 
States is a compromise, we support this compromise. 

3. Provides loans instead of grants.—We favor the proposal to make repay- 
able loans or advances to States with depleted reserves. This arrangement 
will provide sound and effective underwriting to insure the solvency of State 
systems. It seems entirely fitting to us that a portion of the excess Federal 
unemployment tax collections be used to build up and maintain a State’s reserve 
account for making loans to needy States. Since such assistance would be in 
the form of a loan, States will be encouraged to restore and maintain sound 
unemployment compensation financing. Unlike the system of grants proposed 
in H. R. 6954, States will not be encouraged to liberalize benefits excessively, 
or to engage in reckless financial practices. 

. 4. Requires repayment of loans.—The advances or loans provided in H. R. 
4133 must be repaid, and each State is free to make such financial adjustments 
as are necessary to repay the loans. If a State fails to repay within a specified 
period of time, provision is made for automatic repayment. Under the grant 
arrangement proposed in H. R. 6954, a State might continue to receive Fed- 
eral grants indefinitely, and allow its financial position to continue to deteriorate. 
Such a situation cannot develop under H. Rf. 4135. 

5. Will not federalize unemployment compensation.—H, R. 4133 imposes no 
Federal standards, minimum tax rates, or other conditions which will lead to 
eventual Federa! control of unemployment compensation, The provisions of H. 
R. 4133 will truly strengthen State systems of unemployment compensation. 

We oppose those provisions of H. R. 4138 which would extend coverage to em- 
ployers of “one or more” for the same reasons mentioned above in connection 
with H. R. 3391. 

CHARLES R. KNIGHT, 
Director of Research, 
Alabama State Chamber of Commerce. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


The membership of the National Association of Manufacturers is deeply con- 
cerned over the implications of the unemployment compensation proposals which 
are before this subcommittee. We appreciate the opportunity to give you our 
views because the problems which you are considering are of great significance to 
the employers and employees in industry. Our members are sincerely interested 
in practical and workable solutions to those problems—solutions which will con- 
tribute to better employee relations, promote good government, and be in the 
interest of all citizens of our country. 

The proposed legislation which you are considering embraces several distinct 
problems in the field of unemployment compensation. These problems are— 

1. Supplementing State benefit amounts with direct Federal subsidies; 

2. Providing for the solvency of State unemployment benefit funds; 

3. Financing the costs of administration of State unemployment compen- 
sation laws; 

4. Providing readjustment allowances to ex-service personnel; and 

5. Extending coverage. 

Despite the importance of these problems, they are overshadowed by the funda- 
mental question posed by much of this proposed legislation—how much Federal 
control should there be over our present unemployment compensation program? 
It is impossible to consider any of these five problems without having to meet that 
basic issne. Indeed, four of the five bills now before you would bring about in- 
creased Federal control over State unemployment compensation procrams. 

Unemployment compensation is not special-interest legislation. Because eco- 
nomic, political, and social effects of wide significance flow from such legislation, 
the public interest supersedes that of any special group. 

The public interest is not served by permitting or encouraging the Federal 
Government to increase its control over State unemployment compensation pro- 
grams. Full reliance must be placed upon the States for selection and adminis- 
tration of their respective programs in accordance with policies decided by State 
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legislatures. Many provisions of the legislation now before you violate that con- 
cept, established by the Congress in 1955 and reaffirmed many times since. Any 
proposal which contributes directly or indirectly to increase Federal control over 
unemployment compensation would destroy the foundation of the present unem- 
ployment compensation system. 


SUPPLEMENTING STATE BENEFIT AMOUNTS WITH DIRECT FEDERAL SUBSIDIES 


One of the measures before this committee would provide the unemployed : 

“* * * with supplementary payments in addition to the benefit payments to 
which unemployed workers are entitled under the unemployment compensation 
laws of such States * * 

This proposal has been adv + thane on the premise that substantial unemployment 
has been caused by mobilization for defense production, that the States are 
unable to deal with this situation promptly and properly, and that it is unfair 
for those unemployed to carry “an inequitable share of the burden of the defense 
program.” 

Extensive testimony before the Senate Finance Committee on the Senate 
counterpart of this bill has effectively exposed H. R. 6174 for what it is—a 
poorly masked attempt to federalize our present Federal-State unemployment 
system 

‘The principle contaired in this legisiation is not a novel one. Even before 
unemployment compensation was adopted in 1935, the Congress was beseeched 
to enact a completely federalized program. However, the Congress was ad- 
vised wisely by the President's Committee on Economic Security, when in 1935 
it stated : 

“All things considered, however, we deem it the safest and soundest policy 
to confine the role of the Federal Government with respect to this problem at 
this time to removing obstacles to State action, safeguarding and liquidating 
the reserve funds and aiding the States with their problems, leaving to them 
primary responsibility for administration.” 

Kach succeeding legislative test throughout the years has seen this approach 
reaffirmed in the field of unemployment compensation. We submit that there 
is no justifiable reason for change. 

Unemployment compensation is still an experimental program, even though 
the concept of providing a partial indemnity for involuntary loss of wages is 
widely accepted in America. The necessary experimentation in the develop- 
ment of sound systems can be carried out most effiectively at the State level. 
No Federal program could ever have the flexibility which is necessary in the 
light of the widely divergent political and economic conditions existing among 
the States. 

During 1951, only 4 of the 46 State legislatures which met failed to enact 
changes in their unemployment compensation laws. In these actions a trend 
toward improving benefit standards is evident—22 of the States specifically 
increased maximum weekly benefit payments. Extensive changes in other phases 
of their laws indicate a constant search on the part of the States for better 
methods of adjusting their laws to changing conditions. State activities in this 
respect demolish claims that the States do not move promptly or properly to 
meet changing conditions. 

The Dingell bill (H. R. 6174) would put an end to this desirable and neces- 
sary experimentation by undermining State benefit structures, by weakening 
State administration, and by substituting Federal judgment and responsibility 
for that of the States in the setting of benefit standards. 

One of the reasons for Federal legislation in 1935 was to stimulate the States 
to take action in providing unemployment benefits. The Dingell bill would 
destroy the initiative and willingness of the States to handle this problem at 
their own levels and thus would nullify the purpose of the original legislation. 
This would be particularly true with respect to claims determination and admin- 
istration because State management of State funds would be diluted with “free” 
Federal money. Experience has demonstrated that the provision of Federal 
funds in such cases destroys the incentive to operate State programs in an 
efficient manner. 

The Dingell bill is not intended to be limited to those unemployed because 
of conversion to defense production. Its terms would apply to all who are 
covered under the State act. 

It is also apparent that this bill would reduce the incentive for the unemployed 
to move to areas where labor supply is short. Thus, the labor mobility thought 
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so essential, particularly during a defense emergency, would be adversely 
affected. 

‘these undesirable consequences would stem from a proposal which has no 
real basis in need. The testimeny of otuer witnesses has clearly set forth that 
present unemployment is no greater than it has been many times during the past 
13 years. Actua.iy, unemployment has lessened over the past few months, even 
in the State of Michigan wiere the primary impetus for this proposal originated. 
No more eloquent testimony of this fact is needed than the recent statement of 
the Governor of Michigan to the etfect that the unemployment crisis in his State 
has passed. 

The Bureau of the Census notes that unemployment in March 1952 stood at 
1,804,000—ihe lowest March figure since the end of World War II and a drop 
of 282,000 from February 1952. Actually our major manpower problem is not 
unemployment—but rather a manpower shortage—if we are to believe the 
repeated ollic:al forecasts of Federal Government experts. 

It should not be deduced that we do not regard unemployment as a serious 
problem. Undoubtedly some emergency unemployment has existed and does now 
exist in certain areas. However, the facts indicate that such unemployment is 
primarily due to short-sighted Federal policies in procuring and allocating 
materials, in the placing of contracts and in otherwise unnecessarily interfering 
with the natural operation of our industrial system. 

Adoption of this proposal would compound one series of mistakes with another. 
It would not aim at the cause of the unemployment. It seems reasonabie to 
suggest that the Federal administration be required to adopt sound policies in 
its programs to convert to defense production and to administer them fairly and 
equitably, rather than to attempt to cover up already costly mistakes by pouring 
out monetary balm. 


PROVIDING FOR THE SOLVENCY OF STATE UNEMPLOYMENT BENEBIT FUNDS 


The “end” of solvency cannot be justified by some of the “means” of providing 
it. In the past, some State funds have approached insolvency because of the 
diversion of unemployment benefit funds to other purposes, through questionabie 
benelit practices and because of loose administration. Even though such a result 
ix deplorable, the primary responsibility for solvency should cxist with the States. 
Only in this fashion can the system operate efficiently and properly. 

Direct Federal grants, such as are embodied in H. R. 6054, are inconsistent with 
the basic premise that the States should be given maximum control over their 
respective programs. Federal grants to an insolvent State fund carry no incen- 
tive for the State so affected to correct the conditions which led to insolvency, 
either by adjusting its benefit standards or its tax rate, or both. There is no 
“reinsurance” about H. R. 6954—it simply is another thinly disguised attempt 
tu pour Federal money into a bottomless pit. 

The same consequences would flow from this proposal as from the Dingell 
bill—lacking an incentive to adjust its program to changing conditions, State 
after State could take the easy way out and grow to depend to an increasingly 
greater extent on Federal money. 

While one way to bring on federalization of unemployment compensation would 
be to allow State funds to become insolvent, another way is provided by destroyin« 
the integrity of State systems with Federal grants. The States that incorporate 
Federal dollars into their benefit structures cannot for long deny the Federal 
ollicial’s dcmands for altering their programs to suit his wishes. Whoever holds 
the purse strings has ultimate control, and this is just as true in unemployment 
compensation as it is in any other field. 

We have had reinsurance legislation on the books in the past, but it never 
has been used. As we know, the George loan fund, enacted by the Congress in 
1945, provided for establishment of a reinsurance fund to make advances to 
States with depleted reserves. This fund, however, was never established, 
although the George fund provision had been twice reenacted by the Congress. 

If the Congress feels at this time that it is desirable to create a catastrophe 
reserve fund, any advance made to a State should be accompanied by the cor- 
responding obligation to repay it within a reasonable period as is provided in 
H. R. 4133. Such a course would tend to protect the integrity of State systems 
as well as avoid another opportunity for Uncle Sam to play Santa Claus with 
general revenues. 

The outright grant to States whose funds become insolvent tends to per- 
petuate those unsound practices which often have led certain States to the 
brink of insolvency. In cases of bona fide emergency, an interest-free, repayable 
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advance possibly could help to rehabilitate the fund and may also tend to bring 
action to avoid repetition of the event. An outright grant could not have that 
advantage. 

Federal funds should never be permitted to be incorporated in the wage 
structure of any State. This, of course, is what would happen if Federal money 
was used to supplement State benefit funds. It would certainly be true in the 
State of Rhode Island or in any State which permits staggered employment plans 
or other devices providing alternate periods of work and benefits. 

Such arrangements do violence to the basic purposes of unemployment com- 
pensation, perpetuate underemployment, and avert or postpone needed individual 
or industrial adjustments to changed economic conditions. The additional drain 
on benefit funds promotes insolvency and leads directly to proposals for Federal 
“bail.” 


FINANCING THE COSTS OF ADMINISTRATION OF STATE UNEMPLOYMENT-COMPENSATION 
LAWS 


Present methods of financing administrative costs out of the 0.3-percent Federal 
unemployment tax have produced considerable excess of tax collections over 
disbursements—estimated today at nearly a billion dollars. This surplus has 
been accumulated at the expense of certain States while others have received 
much more in the form of Federal grants that their employers have contributed 
for administrative purposes. There is evidence, especially in the case of New 
York State, that this has made necessary the curtailment of essential admin- 
istrative activities or the use of additional State funds to provide the service 
the State deems necessary. 

While this situation is inequitable and unbusinesslike, it is overshadowed by 
the more far-reaching effects of Federal dictation and domination over State 
systems. The matter has gone far beyond the original intent of Congress to 
insure proper and adequate administration of State laws. By virtue of the 
complete rule-making power which now resides in the Secretary of Labor, in 
all too many cases the Federal Government has attempted to alter individual 
State administrative practices to conform with the theories and desires of the 
Federal bureaucrats 

Although this it not confined to the field of unemployment compensation and 
is characteristic of many Federal agencies, it is completely pernicious in unem- 
ployment compensation—based, as it should be on Federal-State cooperation. 
This cooperation unfortunately has broken under Federal pressure, and State 
policies have, all too often, had to be subordinated to the wishes of a Federal 
administrator whose decisions are not reviewable in the courts. 

For example, in 1949 the States of Washington and California denied unem- 
ployment benefit to certain employees out of work owing to a labor dispute in 
the maritime industry. The Secretary of Labor held that this denial of benefits 
was contrary to his interpretation of the Federal law. He forced the States to 
conform to this view even though the points at issue had not passed throuch the 
appeals procedures in the States nor had been reviewed in the State courts. 

In its wisdom, Congress enected the Knowland amendment to the Social Se- 

eurity Act Amendments in 1950 in order to curb the premature exercise of the 
Secretary of Labor’s powers. While this action deterred for the time being any 
further attempts to make the States knuckle down, it does not meet a necessary 
goal. 
The principle embodied in the Mills bill of allocating back to the States the 
excess of Federal collections from the unemployment-compensation tax is a 
move in the right direction. A desirable objective would be for the States to 
have control over all money paid by employers as payroll taxes except insofar 
as it seems desirable to provide a practical, repayable, reinsurance fund at the 
Federal level to assist States during temporary emergencies. This certainly 
means increasing State responsibilities and removing much of the arbitrary 
restriction imposed by Federal authorities. 


PROVIDING READJUSTMENT ALLOWANCES TO EX-SERVICE PERSONNEL 


One of the bills before you (H. R. 7277) would establish unemployment com- 
pensation for former members of the Armed Forces. The bill, however, would 
do much more than simply accomplish that objective. It would superimpose a 
second benefit structure upon that already ex'sting in the States. By setting up 
minimum benefit standards which do not conform to the practice of many States 
and by Federal recognition of dependency allowances, this bill would cause ex- 
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tensive disturbance to the unemployment-compensation laws of must of the 
States. 

Unemployment compensation for veterans of World War II had many de- 
ficiencies. If the Congress should decide to adopt permanent legislation for ex- 
service personnel, integration of such benefit provisions into existing State sys- 
tems under prevailing practice of the individual State would seem to be a de- 
sirable approach. However, care should be taken to avoid eventual federalization 
by superimposing a Federal program upon that already existing in the States. 
Furthermore, direct or indirect tampering with the benefit standards of the States 
should be avoided. The present bill unfortunately does not meet these condi- 
tions. 

EXTENDING COVERAGE 


We believe that Federal policy in unemployment compensation should be lim- 
ited to permitting States to develop programs based on their individual needs, 
This is certainly true with respect to extension of coverage. We do not believe 
that the Federal law should, at one fell swoop, attempt to accomplish what many 
States have refused thus far to provide. 

While those significantly attached to the work force should receive the protec- 
tion of unemployment compensation, this question lies within the province of the 
States to decide. Essentially, extension of coverage is no more a matter of Fed- 
eral concern than other provisions of benefit standards, benefit amounts, eligibil- 
ity requirements, and the like. 


SUMMARY 


In conclusion, the proposals before this subcommittee, with one exception, 
would not bring sound improvements to the unemployment-compensation pro- 
gram. That exception is found in those provisions of H. R. 4133 which move in 
the direction of increasing State responsibility over their own programs. 

The balance of the proposed legislation would increase Federal control over 
State systems, would diminish State control over coverage and benefit standards, 
would thwart desirable experimentation at the State level and should therefore 
not be reported favorably. 


(Thereupon, at 2:55 p. m., the subcommittee recessed subject to the 


call of the Chair.) 
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WEDNESDAY, MAY 21, 1952 


House or RepreseNTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on Ways anp MEans, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to call, in the conference 
rvom of the Committee on Ways and Means, New House Office Build- 
ing, Hon. Aime J. Forand, chairman of the subcommittee, presiding. 

Mr. Foranp. The committee will come to order. 

The subcommittee, which has been holding hearings on these several 
bills on unemployment insurance, has practically concluded its hear- 
ings, but due to the fact that Mr. Goodwin was unable to appear here 
at the time the Secretary of Labor appeared, because of an other en- 
gagement, and Mr. Cohen was, I understand, in Brazil at that time, 
and it was thought wise to give both these gentlemen an opportunity 
to present their views to the committee before we close the hearings. 

Now I understand that Mr. Cohen is going to be rather brief in his 
presentation, and the Chair thinks it would be advisable that he go on 
first, and then we will hear Mr. Goodwin if that is agreeable. All 
right, Mr. Cohen. 


STATEMENT OF WILBUR J. COHEN, TECHNICAL ADVISER TO THE 
COMMISSIONER OF SOCIAL SECURITY, FEDERAL SECURITY 
AGENCY, WASHINGTON, D. C. 


Mr. Conenx. My name is Wilbur J. Cohen, and I am technical adviser 
to the Commissioner for Social Security, Federal Security Agency. 

Mr. Chairman, our purpose in testifying on unemployment insur- 
ance is based upon the fact that the original intention of the social 
security program was to develop a program of insurance which would 
in the long run tend to minimize the need for relief and public as- 
sistance. At the time the social security program was established in 
1935, as you will remember, we were coming out of a long depression, 
and there was a great deal of concern about the mounting relief costs. 
One of the fundamental objectives that Congress had in mind, I be- 
lieve, was to try to develop an insurance program both in the field of 
old-age insurance and unemployment insurance which would attack 
some of the problems that we were faced with and make it possible for 
as large a proportion of people to receive insurance benefits rather than 
in the long run having to have recourse to relief, which was a burden 
upon the real estate taxpayer in the counties and the States and also 
a burden upon the Federal taxpayer in the form of general revenues. 

To a very large measure, of course, the insurance program has met 
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part of those objectives, and in the field of old-age and survivors in- 
surance we now have more aged individuals receiving insurance pay- 
ments than are receiving assistance payments. It has been our funda- 
mental objective to try to recommend to your committee as may sound 
improvements in the two insurance programs as we could that would 
in the long run tend to minimize the cost of relief. 

With that general objective in mind we have recommended that the 
coverage of the unemployment-insurance program be expanded as 
far as administratively possible and desirable, We are particularly 
in favor of the bill which Mr. Forand has introduced (rt. R. 3391), 
which would extend coverage to the insurance program to all em- 
ployers of one or more. 

I should like to point out, Mr. Chairman, that the original recom- 
mendation of the Committee on Economic Security in 1935 was for 
coverage of four or more, and the provision for four or more was 
originally included in the bill which Mr. Doughton introduced in 1935, 

As a result of hearings held before this committee, the Ways and 
Means Committee increased that coverage to 10 or more. In the Sen- 
ate the figure was put back to tour or more, and in the final conference 
committee of 1935 the compromise figure of eight was reached. 

I believe that if you aie the hearings you will find that there was 
not any scientific basis upon which those figures were reached, but 
rather it was a consideration of the fact that since we had just gone 
through a period of depression that it might be unwise to levy upon 
small business, partieninain which had had a difficult time during 
those years, this payroll tax and since also a very large number of 
employers would be involved it would be administratively wise to 
defer coverage of them until more experience had been gained. 

However, I should like to point out that the Ways and Means Com- 
mittee and the Congress at the time did extend the coverage of the 
old-age and survivors insurance program to cover one or more, which 
has been the law since 1937, since the old-age insurance program has 
been put into effect. 

The administrative experience that we have had in the coverage 
of one or more has been eminently successful. We can report to you 
that the administrative problems as far as the employer is concerned, 
and as far as the Government is concerned, have not been difficult. We 
have gotten very good response from employers, their reports are 
reasonably correct, they send them in on time, we are able to process 
them expeditiously, and without any undue cost, and we believe there- 
fore that it would be sound policy as well as administratively wise 
based upon the experience we have had and also the experience of the 
several States that extended coverage to one or more, to extend the 
Federal Unemployment Tax Act to cover one or more. 

Should the committee feel that there are administrative problems in 
extending the coverage to one or more all at once, we would suggest 
for your consideration that you perhaps consider extending the cov- 
erage progressively so that the States and employers could look for- 
ward to the time when the law would cover one or more. 

That is just a suggestion for your consideration. If vou felt that 
you could not see your Way clear at this time to extend coverage to all 
these employers, to perhaps extend it to six or more and then to four 
or more and eventually to one or more in a series of 2-year steps which 
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would give the States time to put into effect the administrative 
arrangements. 

Mr. Mason. May I interrupt you there? 

Mr. Conen. Yes, Mr. Mason. 

Mr. Mason. How many States now of their own volition have 
dropped it down to one or more? Is it approximately half of them? 

Mr. Conen. Nearly half of them, let us say, have extended it on 
their own initiative to the coverage of one or more. A large number 
of the States also provide that if the Federal law is extended they 
will automatically extend it to one or more without any further State 
legislation. 

Mr. Mason. Then a certain number of States have already provided 
that in case the Federal law makes it compulsory upon them, then 
they are ready for it? 

Mr. Counen. Yes, sir. 

Mr. Mason. But about half of them have done it voluntarily ? 

Mr. Conen. I believe half have done it voluntarily. Seventeen have 
done it already, and 1 believe 29 or 30 of the remainder have provisions 
in the law. It is a substantial number. You know the Senate Ad- 
visory Council, which made a number of recommendations which were 
the basis for the 1949-50 amendments to the act, they went into the 
problem and they too recommended that coverage should be extended 
to one or more. 

When I came here this morning I was going to preface my remarks 
by saying I was going to suggest certain noncontroversial amend- 
ments, but since Monday I learned that even the word “noncontrover- 
sial” was subject to some controversy. I was going to say that 
extension of coverage to one or more is largely a noncontroversial 
amendment in terms of policy. 

The big problem, as I see it, is the administrative one. 

Mr. Mason. May I ask why these 17 or 19 adopted this voluntarily 
without any compulsion at all? The Federal law gives them per- 
mission to do that if they want to? 

Mr. Conen. That is correct. 

Mr. Mason. How long did it take 19 of them to adopt it voluntarily, 
over what period—5 or 10 years? 

Mr. Couen. It started right in the beginning. There were a few 
States right in 1935, as I remember, which extended it to one or more. 

Mr. Mason. Then it has taken 17 years for 17 or 19 of them to fall 
in line? 

Mr. Conen. That is right. Eleven States also have coverage of less 
than eight, but more than one. Two States have a coverage of six, 
and I believe eight States have four, and two States cover three or more 
workers. 

Mr. Foranp. If I may interject there, to say that in my own State 
I know the arguments used at the time they went down to one or more 
was that the individual, whether he is working for a large corporation 
or for a small employer, may be just as much in need when unemployed 
as the fellow working for the large employer. That was the basic 
reason behind the change. 

Mr. Mason. Well, I have gotten the picture now as it has developed. 

Mr. Conen. In addition to the administrative problem, Mr. Mason, 
I would like to emphasize there are a very large number of employers 
for these three and a half million, I believe it is, in the under eight 











528 UNEMPLOYMENT INSURANCE 


category so that one of the questions is, Do you want to bring that 
large a number of employers in as contributors because there is’a cer- 
tain amount of paper work? 

Mr. Mason. We did bring them in under OASI? 

Mr. Counen. We did bring them in under OASI. I want to make 
this point, that from the standpoint of the employer it would simplify 
the administrative problem to some extent because a number of the 
States do use in effect carbon copies of the Federal tax return or a 
form that is reasonably similar to it which they could use for the one 
or more, and therefore the problem would not be too difficult in a 
large number of States. 

So I think that in substance what I have to say is that I think ad- 
ministratively the States and the Federal Government are prepared 
to deal with the problem. The experience of old-age and survivors 
insurance and the State employment security agencies has been suc- 
cessful. We are in a favorable economic condition now as compared to 
1935 to undertake this within a reasonable period of time. 

There is one small point which I will emphasize that the members 
of the committee might want to give consideration to, and that is 
that under the Federal law these small employers would have to pay 
in the standard rate for 3 years before they could get any experience 
rating. 

I have the feeling that that is somewhat unfair to these small em- 
ployers to make them pay the full 2.7 percent rate for three full years 
when employers which started out in 1935 had to pay nine-tenths of 
1 percent, 1.8, and only in the third year 2.7 percent. I think the 
committee might want to consider, if you did apply it to the small 
employers, either making 2 years apply for the small employers as 
far as the experience rating 1s concerned, or at least allow the States 
the option of applying the average rate that they apply to all em- 
ployers so that the small employers would not necessarily have to start 
out at the full 2.7 rate if the State decided so in its own judgment. 

Now I would like to discuss generally two other points relating to 
extension of coverage, and that is as vou know we have recommended 
to your committee both that Federal employees be covered and also 
that military service be covered under the State unemployment in- 
surance program. 

As far as Federal employees are concerned, you have already recom- 
mended a bill on that point. We would just like to reinforce the view 
that we would like to see that extension of coverage take place. 

Mr. Foranp. Right there, the Chair might state that the bill re- 
ported out by this subcommittee unanimously, and reported out by 
the full committee is still pending in the Rules Committee. So if 
vou or anyone else has any influence with the Rules Committee to 
bring it out, Mr. Mason and I and the other members of the com- 
mittee will be glad to have your assistance and will carry the ball on 
the floor of the House. 

Mr. Conen. Well, we believe that in the areas, Mr. Forand, where 
the Federal Government has responsibility; that is, for Federal em- 
ployees and military service, it behooves the Federal Government to 
take the action that is required just as private emplovers have been 
required to take it. 

There is one bill here on the coverage of military service. A great 
deal of consideration was given to this by the Veterans’ Affairs Com- 
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mittee in a bill which they had. They struck out the provision that 
I believe was in both Mr. Rankin’s bill and Mr. Teague’s bill for 
coverage of military service. I do not know the reason why they 
did that, but of course the matter is germane to your committee's 
responsibility, and we would like to see military service covered under 
the unemployment provisions. 

I would like to say that in H. R. 7800, you have coverage of mili- 
tary service for old-age and survivors insurance which I understand 
was more or less agreed to unanimously by the full committee. It 
seems to me that the logical action should be that you should do the 
same for military service under unemployment insurance as you have 
done for old-age and survivors insurance. 

That completes my discussion of the problem of coverage, and I 
would now like to say a few words about the bill that you have pending 
on reinsurance. Before discussing that in detail I would like to make 
this suggestion. In 1950 the Social Security Act amendments pro- 
vided for increasing the taxable wage base from $3,000 a year to $3,- 
600 a year, but it did not make the comparable amendment to unem- 
ployment insurance. 

In other words, at the present time the tax base for unemployment 
insurance is $3,000 a year, whereas for old-age and survivors insur- 
ance it is $3,600 a year. I believe it is very important from the stand- 
point of the economy of bookkeeping for the employers to make those 
tax bases the same in both insurance programs, whatever they are. 

The Senate Advisory Council, which did recommend $4,200, 
recommended in any case that the tax base for both of those should 
be the same. We would like to recommend to you today that the tax 
base in unemployment insurance be made $3,600. 

Now that amendment, while good in itself, does have an important 
bearing on the problem I want to discuss because if you raise the tax 
base to $3,600, Mr. Forand, it would help the situation in Rhode 
Island materially. Rhode Island has certain difficulties in financ- 
ing its unemployment insurance system over the long run, and to 
the extent that the taxable wage base were increased it would to that 
extent bring more income into Rhode Island and help it to meet its 
own problem without recourse to reinsurance or loans for the Federal 
Government. 

As you know, we have recommended that the tax base be $4,800 in 
1950, and on the basis of the change in wages that have occurred, we 
have now recommended $6,000. I will say that while I have not made 
any detailed calculations, I think if the wage base were $4,800 it is 
very likely that the Rhode Island system probably would be in 
actuarial balance with the increased income that would come from 
the increased tax base. But in any case, Mr. Forand, $3,600 is a 
sound recommendation in the light of what action Congress did take in 
the old-age and survivors insurance, and it does have this subsidiary 
but important effect, that it would bring more income into Rhode 
Island. 

To that extent I can say that in recommending the taking of that 
action it would help Rhode Island to be on a better self-supporting 
basis in the long run. For the other States in the Union which al- 
ready have sufficient money to finance their system, the increase in 
the tax base would not necessarily be a difficulty for them because 
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they could adjust through their experience rating provisions the fact 
that they had increased income and reduce their average rate. 

The net result, therefore, if you adopted the $3,600, as I see it, is 
that it would simplify the bookkeeping problem for employers by 
having the same cut-off for both systems; it would help States like 
Rhode Island and perhaps Michigan, which are high cost States, 
by bringing increased income, and at the same time might relieve the 
Federal Government of the necessity of in the future having to meet 
additional costs out of the reinsurance fund. 

Now I do not want to imply in anything I have said that we are not 
in favor of reinsurance. We are. We have strongly advocated rein- 
surance over the years, but we do recognize that that has a more con- 
troversial aspect and while we believe that the $3,600 is to some extent 
noncontroversial, we think you could take that action now without 
in any way having any effect on what you did on reinsurance. 

We favor those provisions of the Mills bill and other bills which 
have been introduced which would earmark the excess of Federal col- 
lections which have been collected in the past and which it seems 
reasonable will be collected in the future to be set aside and put into 
preferably a reinsurance fund. But if your committee Souk at this 
time not find it possible to establish a reinsurance fund we would at 
least like to see a continuation of the George loan fund for another 
2-vear period. 

As you gentlemen know, the loan fund has expired this year, and 
it has been renewed on several previous occasions. We would like to 
see the earmarking of that continue and if no other action is taken on 
a loan fund at least to provide for the loan fund for a 1-year, 2-year, 
or 3-year period, whatever the Congress decides until the committee 
and the Congress can go into the entire matter if you cannot do it at 
this session. 

Mr. Mason. May I interrupt there? 

Mr. Conen. Yes, sir. 

Mr. Mason. Does not the Mills bill have as its objective about what 
the George fund provided in substance? Is it not really in lieu of 
the George fund? 

Mr. Conen. I believe you might say that is one of its objectives. 
It has some other objectives in addition, but that is one of the objec 
tives of it. 

Mr. Mason. Yes. 

Mr. Counen. I might say this because I have said it to this commit- 
tee on several occasions. The loan fund which was enacted in 1944 
was really only a temporary expedient until the committee and the 
Congress could really go into this entire subject thoroughly. There 
really has not been a complete overhauling of the unemployment in- 
surance system like there was in 1950 of the old-age insurance. 

Mr. Mason. Now then, the Mills bill in your mind perhaps would 
be another temporary expedient just like the George loan fund until 
the whole matter can be gone into thoroughly ? 

Mr. Conen. Well, sir, I say the only provision of the Mills bill 
which I would enact now is just the one provision for earmarking the 
fund so that the moral and legal right of the Federal Government to 
decide what to do with that money in the future would be continued. 
I do not think it would in any way compromise your committee or 
the Congress on what you decided to do in the future as to whether 
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you wanted to give it back to the States or keep it in the Government 
or have a reinsurance fund or not. I believe it is embarrassing to all 
concerned that the Federal Government has made such a large amount 
of money off the insurance system which it had not intended because 
it is only intended that the Federal Government would collect what 
was necessary for this to be earmarked and then your committee will 
say, “Well, we will use it for unemployment insurance purposes in 
the future, but we will decide that purpose when we need to.” 

Mr. Mason. This reinsurance problem is a pretty complicated, far- 
reaching one. As far as I am concerned as one member of the com- 
mittee } really do not know enough about it to feel that I can act very 
intelligently at this time. 

Mr. Conen. I think that is a fair statement, Mr. Mason, in this 
sense, that there are a number of different bills pending before the 
Congress on reinsurance, all of which have different technical pro- 
visions. 

Mr. Mason. We have discussed those and had hearings on them, 
and still I feel that we have just scratched the surface, you might 
say, and have not gotten down to the fundamentals which should be 
considered in a permanent program of reinsurance. 

Mr. Conen. 1 think the principle of reinsurance is sound, although 
there is a difference of opinion among people on that, but I also think 
there is also a diflicult technical problem involved in applying the 
reinsurance. I think we are in a somewhat more favorable situation 
now than it looked earlier in the year when it looked like Rhode Island 
and a couple of other States would need immediately some money. It 
is for that reason I would say earmark the money and have the loan 
fund for a temporary period ; that is, a stand-by proposition. Increase 
the wage base to $3,600, and I think it is reasonably possible that that 
will give you another year or two in which I would hope you would 
work out the reinsurance thing to the satisfaction of all concerned, if 
that is possible. 

Mr. Mason. Now if we increase the $3,000 to $3,600, which will help 
at least to alleviate the problem in Rhode Island and similar States. 
you say in Illinois where we do not have that problem it would just 
mean a readjustment of the experience rating? 

Mr. Conen. In any State hke Illinois—1 do not know what the 
financial status is in Illinois—in which they feel they have adequate 
solvency or adequate funds, they could by amendment to their law so 
adjust their experience rating schedule that that would permit them. 
It is not an easy thing, it cannot be done with the whisk of a finger, but 
it could be done. 

I think if I may state here at this time the reason why reinsurance 
in my mind is a difficult problem is that you have the dilemma under 
the present system of States like Rhode Island which are in very peril- 
ous financial condition and you have a group of other States in which 
their financial system is as sound or extra sound, if you might say so, 
in the sense that their reserves and their liability is far in excess of 
what any reasonable person could expect them to expend in any fore- 
seeable future. 

Mr. Mason. That is an advantage that those States have over other 
States, and we certainly should not penalize them for having an ad- 
vantage on experience rating. 
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Mr. Counen. No, sir. But I say that is what makes the problem a 
clifficult one in the sense that you have a great variation and great 
extremes from, let us say, Rhode Island on one extreme of perilous 
financial condition to a number of other States in which personally I 
would think they could even reduce their tax rates still further because 
their income and their present reserves are far in excess of what any 
prudent person would think was necessary under present circum- 
stances. 

Mr. Foranp. Right there, I want to agree with Mr. Mason that 
those States that are in such a favorable condition should not be hurt 
one iota. In fact, we should encourage that sort of thing. While doing 
that we should be thinking of those in terrible straits and see if we 
‘cannot bring them up to that favorable level. 

Mr. Mason. If we can provide for the difference between States by 
un experience rating, maybe we could provide for the difference in 
States by saying, “Now in Rhode Island they can go up to $4,800 if 
they want to, while in Illinois they stay at $3,000 or $3,600,” because 
they do not need it. 

Would that not be providing the same principle at least as the ex- 
perience rating ¢ 

Mr. Couen. You have a very good point there which I have thought 
u good deal about because I think it has a lot of merit. I certainly 
think that a State like Rhode Island should be encouraged to increase 
its tax base as far as possible so that it meets its requirements. 

Mr. Mason. We realize that when Rhode Island increases its tax 
base up to $4,800 or better and Illinois has a lower one, there is apt to 
be some difficulty. 

Mr. Couen. You have touched on the main problem, and that is in 
the long run if there are any significant variations in the tax schedule 
as far as States are concerned, you do engender competitive disad- 
vantages. I think that is the reason why this whole subject of rein- 
surance really opens up the entire question of whether you wish to 
put in any additional safeguards while you minimize the competitive 
disadvantage. I believe myself personally that it is not sound in the 
long run to subject Rhode Island to the competitive disadvantage of 
having a levy of 3, 4, or 5 percent of payroll whereas other States may 
be down to a half of 1 percent of payroll or a quarter of 1 percent or 
less of payroll. 

I think in the interests of our national economy while some varia- 
tions may be desirable we should tend to equalize the costs somewhat 
more than they are today. 

Mr. Mason. But when you tend to equalize the costs the tendency 
is always to pull down the fellow that has the advantage down to the 
level of the fellow that is suffering. 

Mr. Conen. Well, sir, I would put it this way: Let us take Michi- 
gan. Michigan produces automobiles, which are the basic product 
of Michigan. They are sold throughout the United States. The prob- 
lems of the ups and downs of the automobile industry like the ups 
and downs of the jewelry business in Rhode Island or textiles in New 
England are really a matter of national concern, 

The cost of unemployment insurance eventually goes into the price 
of the product which the consumers of all States bear. Therefore, I 
think the real problem is to what extent can we equalize the variations 
in the costs of the State unemployment insurance programs for all 
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consumers of the Nation as a whole. There is no escaping the fact 
that in the last analysis the employer must put the unemployment 
tax in the cost of his product. So it really is not a charge on the 
employers of Rhode Island or Illinois, it is a charge on the consumers 
of the Nation. But since the States levy varying taxes on employers 
with the same experience, this engenders a competitive disadvantage. 
I do not say under our present State-by-State system that we can 
eliminate it. To eliminate it under our present State-by-State system 
would tend to make it a national system, but perhaps consideration 
could be given to minimizing it to some extent. We have worked out 
suggestions, and I am sure the Labor Department has thoughts along 
this line. They are probably controversial and technical, but I believe 
it would be valuable subsequently for your committee to go into them. 

We have given a great deal of thought to various alternatives to the 
Mills bill. I would like to mention just one of them to you to indicate 
perhaps an area that you might explore. We suggested before this 
committee in 1946, and I do not believe it was given much considera- 
tion at that time, the possibility of putting the administrative finane- 
ing of the unemployment insurance system on a 50-50 basis just like 
public assistance is at the present time. 

As you know, in public assistance, the State puts up half of the cost 
of administration and the Federal Government puts up the other 
half. Under that program in the last 17 years we have had almost 
no difficulty because the State has an automatic financial interest in 
the problem, and that results in economy at the same time while keep- 
ing the Federal people out of the hair of the States because if they 
put up a dollar we put up a dollar, and they have $2 for 
administration. 

Now, the present 100 percent administrative financial set-up has 
worked very well from the standpoint of giving the States reasonably 
adequate funds for the financing of their program. The original 
objective of Congress, as I remember it, was that the experience with 
workmen’s compensation had been so unsuccessful that Congress 
wanted to be sure in the administration of this program that the States 
had adequate funds. 

That is the reason the present provision was set up. I do believe, 
however, that if you were going to keep the present system on its 
present basis, it might be better to change the Federal offset from 
90 percent to 95 percent, let the States take half their administrative 
costs out of their own reserve funds and the Federal Government 
match that half from its remaining 5 percent. 

I only indicate that to show that there are a number of other alter- 
natives to solving some of the problems that are presented by the 
Mills bill on administrative financing which in my opinion are more 
meritorious than the provisions that are in the Mills bill. I think that 
if you could work out some arrangement by which the States could 
automatically be able to take out of the reserve fund their one-half so 
that they would have adequate administrative financing and the other 
half would come from the excess Federal collections, you would assure 
the States of an automatic method of getting their financing, and at 
the same time you would have more flexibility and greater assurance 
of economy than you have at the present time. 

Mr. Mason. Now, Mr. Cohen, you are bringing in all of these other 
angles in connection with this unemployment thing which is all a 
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part of the whole big picture of social security, and the House turned 
down a social security bill because it had certain things in it. That 
bill was rather comprehensive. Why not have this reassurance busi- 
ness in that bill, why not tack on anything that this subcommittee can 
agree to to that bill and offer it again? 

It is really a part of the whole big problem that we are just scratch- 
ing this one angle and this one single, and this one angle, and I cannot 
at least see the whole thing as a completed whole. It is all in .. 
ments to me where I cannot put it together and see how it should be 
as a completed smooth social security program. 

That is the thing that is bothering me a good deal. 

Mr. Foranp. I think that boils down to a very simple point, Mr. 
Mason. You will recall that we started to work on a very limited 
number of amendments to the Social Security Act. Of course, our 
jurisdiction is limited to the unemployment compensation section. 

Mr. Mason. Yes. 

Mr. Feranp. So many points have been developed now that instead 
of confining ourselves to the restricted area in which we were working 
we seem to be going all over the field. 

Mr. Mason. Because the are all interrelated so closely that you 
cannot treat one intelligently without knowing what its impact is on 
the others. 

Mr. Foranp. That is just it, instead of being able to concentrate 
on our own little sphere we really are getting into offshoots touching 
on practically all of the other parts of the Social Security Act, many 
of which we have no jurisdiction over, and it takes us away from the 
thought that we were going to consider changes that we believe to be 
urgently needed, realizing that the full committee has said on numer- 
ous occasions that they Ese to go into the whole picture of social 
security. 

Mr. Mason. The sooner the better, it seems to me. 

Mr. Foranp. I believe the results of these hearings will prove that 
the entire Social Security Act should be looked into, and many changes 
made in what I might term an omnibus bill. 

Mr. Mason. Mr. Cohen, Mr. Chairman, this morning has prac- 
tically proven to me that you just cannot treat one thing by itself in- 
telligently when it is a part of the comprehensive whole and that the 
sooner the whole committee goes into this matter and does a real job 
of it, if necessary spend a year on it, the better it will be for every- 
one concerned. 

Mr. Foranp. Frankly, it looks to me now as a result of these hear- 
ings and these discussions that the only thing this subcommittee is 
able to do at this session of the Congress is the exploration that we 
have done so far rather than hope that we will be able to bring in 
legislation. 

Does that conclude your statement, Mr. Cohen ? 

Mr. Conen. Yes, Mr. Chairman. 

Mr. Foranp. Are there any further questions, gentlemen ? 

Thank you, Mr. Cohen. 

Mr. Conen. Thank you, gentlemen. 

Mr. Foranp. At this time we will hear from Mr. Goodwin. 
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STATEMENT OF ROBERT C. GOODWIN, DIRECTOR, BUREAU OF EM- 
PLOYMENT SECURITY, UNITED STATES DEPARTMENT OF LABOR, 
WASHINGTON, D. C. 


Mr. Goopwry. Thank you, Mr. Chairman. My name is Robert C. 
Goodwin, and 1 am Director of the Bureau of Employment Security 
in the Department of Labor. 

Mr. Chairman and members, I certainly appreciate the opportunity 
to appear here this morning, particularly in view of the fact that you 
had to make special arrangements for it. I do not wish to attempt 
to deal with the various bills that are before this committee on a com- 
prehensive basis, but I would like to supplement to some extent the 
testimony which the Secretary of Labor gave on the several bills that 
are before you. 

I would like first to discuss the relative merits of the proposal for 
reinsurance payments in H. R. 6954 as against the proposal for loans 
in H. R. 4133 for States whose benefit funds are insolvent. 

Some witnesses appearing before the subcommittee have expressed 
the fear that the proposal in H. R. 6954, introduced by the chairman, 
for payments to States whose reserves are near exhaustion would be 
a step toward federalization of the program. In my opinion, there 
is absolutely nothing in this argument. Actually, a reinsurance pay- 
ment approach to threatened State insolvency would be a better guar- 
anty against federalization than a loan approach. A reinsurance 
payment program would guarantee a State’s solvency without op- 
pressive taxation while a loan program could result in both unreason- 
able taxation and a progressivly heavier debt in the State. If the 
Stato’s only altcrnative to ruinously high taxation were to drastically 
cut benefits, this certainly would raise a demand for federalization 
of the system. More important, however, since federalization could 
come only through action of Congress, the Congress is always in full 
control of that issue. 

The issue as it has been presented to the subcommittee is not whether 
the Federal Government should afford States financial assistance. 
The proponents of both the Forand and Mills bills agree that some 
form of Federal assistance is necessary. The issue is whether Federal 
assistance should be through loans or reinsurance payments. The 
proposed solutions to this financial problem should be tested against 
the Rhode Island situation, since it is the State in the most. imminent 
danger of requiring Federal assistance. 

The point has already been made to the subcommittee that if the 
Mills bill were adopted, Rhode Island employers would have to con- 
tinue paying the full 2.7 percent State tax rate to meet current benefit 

costs (without anything left over to rebuild its reserve) while paying 
an increasing tax rate to the Federal Government to repay the loan. 
In 1951, while Rhode Island employers were paying 2.7 percent, the 
average rate in the United States was 1.6 percent and one State, Lowa, 
had an average rate of 0.4 percent, less than one-sixth of the Rhode 
Island rate. In addition to Iowa, eight other States had an average 
tax rate of less than | percent. Rhode Island’s tax rate has put it in 
an adverse competitive situation with most other States; it would be 
in an even worse competitive position while repaying a loan. The in- 
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creased tax rates required to repay a loan would not only accelerate the 
existing tendency for industry to leave the State, but would also make 
it difficult for the State to attract new industry. 

It has been brought out in these hearings that some States have 
rates above 2.7 percent of taxable payroll. In 1951, in only one of the 
nine States providing for such higher rates were a substantial num- 
ber of employers paying rates higher than 2.7 percent. In this State, 
Michigan, 14.3 percent of rated accounts were at a higher rate. The 
next highest percentage was in Missouri, where 5 percent of the em- 
ployers paid more than 2.7 percent. 

At the same time, the average contribution rate was 1.5 percent in 
Michigan and 1.3 percent in Missouri. In four of the nine States 
having such higher rates in their laws, no employer has as yet paid a 
rate of more than 2.7 percent. Contrast the situation in these nine 
States, then with Rhode Island where all employers would have to pay 
the higher rates. Admittedly, the effect on a State would be vastly 
different where all employers, rather than a few, were paying the 
higher rate. For an entire State economy to be at a competitive dis- 
advantage—which Rhode Island is already—would make it extremely 
difficult for such a State to attract industry and correct its basic eco- 
nomic problem. 

The effect of the reinsurance payment proposal in the Forand bill is 
to provide for some national pooling of State risks, just as there is 
now some pooling of employer risks in all States. As has already 
been brodaiet out, if all employers paid contributions strictly in accord- 
ance with their benefit costs, some employers would pay a contribution 
rate as high as 20 percent of payroll. However, since under the laws 
of all but two States, i. e., North Carolina and Kentucky, benefits are 
ce out of pooled funds, excess benefit costs of one employer are borne 

y other employers of the State. In the States with the reserve ac- 
count law there is always a partial pool for the same purpose. 

The reason for this 1s obvious. Most employers could not pay a 
20-percent tax without going bankrupt. We think that the same logic 
applies to a State in a Federal-State system: There should be some 
pooling of the risk. Otherwise, such a State as Rhode Island will have 
the choice between a tax rate so high that it will drive competitive 
industry out of the State or benefits so low that they do not meet the 
needs of the unemployed. 

The representative of the Associated Industries of Rhode Island 
testified that his organization was opposed to the reinsurance pay- 
ments plan. However, in no place in his statement does he say that 
members of his association would be willing to pay increased contri- 
butions. Instead, he suggests that the costs in Rhode Island be re- 
duced through changes in the law and its fund increased by trans- 
ferring back to the unemployment compensation fund the money that 
was transferred to the temporary disability insurance fund when it 
was established. 

These funds represent contributions originally made by workers 
which Congress specifically authorized to be transferred from the 
unemployment trust fund in 1946. I believe that it would be inequi- 
table to transfer back these funds. The effect of such a transfer 
would be to substitute employee contributions for the proceeds of 
the Federal unemployment tax. Even if this $29 million were trans- 
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ferred back to the unemployment fund, it would only postpone the 
day when Rhode Island will need assistance. 

A business decline such as that experienced in Rhode Island in 1949 
superimposed upon the present situation would cause the amount in 
reserve to decline at the rate of $20 million per year even if there were 
no experience rating and contributions were collected at the uniform 
rate of 2.7 percent. Moreover, the transfer of the $29 million would 
bring the unemployment insurance reserve up to the point where 
peas. Hace would automatically be granted reductions in tax rates 
under the current experience-rating law. The loss in tax revenue 
would cause the reserve to decline at a considerably faster rate so 
that the advantage of the transferred funds would soon be Jost. 

The Secretary of Labor has already stressed the inconsistency of 
the proponents of the Mills bill in advocating, on the one hand, the 
distribution of excess Federal tax collections in free grants to all 
States whether they need them or not, and on the other hand, opposing 
a Federal grant out of the excess to a State which might really need 
the funds because of near bankru tey of its benefit fund. I too am 
unable to see the logic underlving this position. 

A final point with respect to this issue. Mr. Thomas H. Bride, Jr., 
the administrator of the Department of Employment Security of 
Rhode Island, indicated in his testimony that Rhode Island probably 
could not borrow from the Federal Government without a referendum 
vote on the part of its population. A preliminary examination of 
constitutions and court decisions of all States indicates that there is a 
question as to whether 26 States could borrow under the terms of 
the Mills bill proposal for loans to States. This appears to be pre- 
cluded by the constitutional provisions as construed by the courts in at 
least 6 States including Rhode Island, and doubts are raised in the 
other 20 States. Why enact a provision that would be ineffective in 
many States, and probably in that State that may have most need 
of financial assistance—Rhode Island ? 

Mr. Mason. Now you are going to take a different topic? 

Mr. Goopwin. Yes, sir. 

Mr. Mason. Your statement so far, as I analyze it, is simply this: 
You are advocating a national pool instead of the State pools that are 
now in operation; is that right? 

Mr. Goopwix. No; I would not say so, Mr. Congressman, it is a rein- 
surance proposal. 

Mr. Mason. Reinsurance is a national pool to take care of the 
weaker States just like a State pool is for the purpose of taking care of 
the weaker industries? : 

Mr. Goopwrn. In that sense, yes, that is right. 

Mr. Foranv. But only of that portion which is now being paid into 
the Federal Government for administrative purposes. ‘That excess 
would be the only thing going into that national pool ? 

Mr. Goopwin. Yes. 

Mr. Mason. Yes, but that comes from all the various States, nat- 
urally. 

Mr. Goopwtn. That is right. 

Mr. Mason. Then you made quite a point of Federal assistance, 
whether it is in the shape of a loan like the Mills bill or in the shape of 
a grant like some others. Federal assistance, to my mind that term 
does not mean a thing because the Federal Government does not have 
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a penny to assist with, only what they collect from the different States, 
so in reality your Federal-assistance phrase simply covers taking from 
one State to give to another; is that not right? 

Mr. Goopwin. Well, the money is collected with taxes on the em- 
ployer, but it is money that is collected through a Federal tax and is, 
at least from a technical point of view, Federal money as much as 
money collected from any other source. 

Mr. Mason. That is correct, but the origin of the tax is from the 
various States. 

Mr. Goopwin. That is right. 

Mr. Foranv. But you would not be increasing the taxes at all, you 
would simply be using that money for this so-called pool rather than 
having that money go into the general funds of the Treasury ? 

Mr. Goovwin. That is right. As I will indicate later, the same 
principle is being applied at the present time in the distribution of 
administrative funds; it is collected on a uniform basis in all States 
and distributed to the States on the basis of their administrative needs. 
So that the principle that we are recommending is not a new one even 
in this system, and of course Congress has used the same principle in 
many of the programs that are now operating in other fields. 

Mr. Mason. That is all 1 wanted to talk about. 

Mr. Goopwix. I would now like to discuss the manner in which the 
tax collections under the Federal Unemployment Tax Act would be 
utilized under H. R. 4133 and H. R. 6954. [am fully in accord with 
the provisions in both bills with respect to earmarking these unem- 
ployment tax collections. I believe there has been no dissenting view 
in the hearings that all the proceeds of this tax should be used for 
employment security purposes. 

I cannot agree, however, with those who claim that the present 
system of financing administration has been so inadequate as to 
justify the drastic proposals in the Mills bill for distribution to the 
States of excess Federal unemploymet tax collections. It is true, 
in my opinion, that the program has not had enough money at times 
for the most effective administation, and that the ups and downs of the 

rogram following economic fluctuations have presented special prob- 
oe because of inflexible amounts available through appropriations. 

However, Congress has shown a willingness to deal with these 

yroblems and to meet them as they arise. The Congress has passed 
deficiency appropriations, and for the last 4 years has appropriated a 
contingency Find to meet unforeseen changes in conditions. From the 
standpoint of an administrator, the process is less than perfect, but I 
do not know of any system of making appropriations that is perfect 
from an administrator’s point of view. Nor doI see, as I will develo 

later, how distributing the excess tax collections to the States wouk 
ingpere this situation. 

‘rom the record, it would appear that the provision for 100 percent 
Federal financing of State Seiaeraies costs sprang from the de- 
sire of Congress to assure adequate machinery for paying unemploy- 
ment insurance in every State, large or small, rich or poor, agricultural 
or industrial, because of its conviction that unemployment was of na- 
tional importance and that it was of vital concern to the whole Nation 
that the unemployment insurance program be effectively administered. 

Because of differences in the complexity of State laws, but more im- 
portantly because of the different characteristics of the States, such as 
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density of population, type and diversity of industry, there has been 
wide variation in the amounts granted to the different States for ad- 
ministration. Sparsely settled and predominately agricultural States 
have had a higher unit cost. 

As a result, over the period 1938-51, 13 States received more in ad- 
ministrative grants than was collected through the 0.3 percent Fed- 
eral tax based on wages in these States. A total of 28 States have re- 
received more than the Federal tax collected in one or more years 
during this period. Other States got much less than was collected in 
their States. These differences in cost are well understood and gen- 
erally accepted by the States. 

The Bureau works in close consultation with the States in the 
whole budgetary process, and the methods for determining State ad- 
ministrative grants have been developed cooperatively by the Federal 
bureau and the State agencies through a committee of the Interstate 
Conference of Employment Security Agencies. Since 1940, objective 
methods of determining the cost of State operations have been de- 
veloped. Operations have been broken down into functions and cost 
criteria developed for each function. Today, 80 percent of unem- 
ployment insurance operating costs are determined on the basis of 
pe 4 criteria. 

I would like to stress that this whole budgetary process is designed 
to give the States what they need, but no more han they need, for 
proper and efficient administration. The Congress has long been 
interested in this process and in being sure that no more is given the 
States than is necessary. That is indicated by the fact that while the 
original act specified that the Federal agency shall determine and 
grant to States the amount necessary for “proper administration,” this 
was amended in 1939 by adding the word “efficient”; thereafter it 
must be determined how much was necessary for proper and efficient 
administration. 

To make sure that this congressional intent was carried out by the 
States, the Congress added two additional conditions or standards 
that the States must meet in order to receive administrative grants. 
These are paragraphs (8) and (9) of section 303 (a) of the Social 
Security Act, which read as follows: 

(8) Effective July 1, 1941, the expenditures of all moneys received pursuant 
to section 302 of this title solely for the purposes and in the amounts found 
necessary by the Administrator (Secretary of Labor) for the proper and 
efficient administration of such State law ; and 

(9) Effective July 1, 1941, the replacement, within a reasonable time, of any 
moneys received pursuant to section 302 of this title, which because of any action 
or contingency, have been lost or have been expended for purposes other than, 
or in amounts in excess of, those found necessary by the Administrator (Secre- 
tary of Labor) for the proper administration of such State law. 

H. R. 4133, however, proposes that 80 percent of the Federal tax 
collections that remain each year, after Congress has appropriated 
necessary funds for Federal and State administration, shall be dis- 
tributed to the States on the basis of their taxable payrolls, to be used 
either for administration or for benefits. 

Some of the proponents of H. R. 4133 have expressed their belief 
that most of the excess funds would be used by the States for benefits, 
rather than administration. But, with the exception of Rhode Island, 
few of these other States at the present time stand in any great need of 











540 UNEMPLOYMENT INSURANCE 


additional reserves for benefits. Most States have quite adequate re- 
serves and in some the reserves are much more than adequate. 

For example, in the State of Colorado, represented by one of the 
State administrators who appeared before you, the reserves in 1950, 
on the basis of experience during the postwar years 1946-50, would 
have enabled the State to pay benefits for 23 years, without collecting 
any more unemployment taxes. It is clear that a majority of the 
States would have no need of these funds for benefit purposes. 

Under these circumstances, the temptation would be great for the 
States to use these funds for administrative purposes, although Con- 
gress has already made available what it thinks, in its wisdom, is 
necessary for proper and efficient administration. 

What Congress is being asked to do is comparable to a man’s estab- 
lishing a joint bank account with his wife and telling her that while 
she has been allotted so much each week for housekeeping expenses, 
she is free to write additional checks on the joint account if she finds 
it difficult to get along on her household budget. And to make the 
procedure follow the Mills bill, the man would tell his wife that he 
will check carefully on how she uses her original budget allotment 
but she is free to use whatever excess she takes without accounting 
for it. 

Mr. Mason. May I interject this remark? Your parallel of a man 
and his wife and a joint bank account is pretty far-fetched so far as 
the Federal Government and the States are concerned because they 
are not married on this thing; it will not hold water, sir. 

Mr. Foranp. But they are under contract. 

Mr. Mason. They are under contract. 

Mr. Goopwiy. For Congress to determine and appropriate what 
the States need for proper and eflicient administration on the one 
hand, and then, on the other hand, to give the States additional funds, 
for which they need not account, with which to meet the States’ view 
of what is necessary for proper and efficient administration, is a dupli- 
cation and diffusion of legislative responsibility that makes no sense. 

Seven States already have passed amendments to their laws which 
would make the excess funds distributed to the States under the Mills 
bill available without action by the State legislatures. Most of these 
provisions have been enacted since the distribution of excess funds pro- 
posal of the Mills bill began to be discussed in 1947. Such amend- 
ments were passe! by two of the States represented by State admin- 
istrators that have appeared before you: Colorado and Utah. 

In Colorado, the amendment was passed just about the time the 
Mills bill was introduced, namely, on March 15, 1951. It specifically 
provides, and I quote: 
this State’s share of the excess remaining in the Federal Unemployment Account 
on July 1, of any fiscal year, shall be disbursed solely for the purposes and in the 
amounts found necessary for the proper and efficient administration of this Act 
as determined and mutually agreed upon by the Executive Director, the State 
Controller, and the Governor.” 

Note that the State legislature is left out of this process. In Utah, 
even the Governor and State budget officer are left out, and the com- 
mission is authorized to requisition the money, without reference to 
whether it is needed for efficient administration or not. 

I submit that the release of public moneys, to be used without leg- 
islative review, as is proposed, runs directly counter to basic principles 
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of American government. One can imagine the pressures to which 
State administrators could be subjected to incur unnecessary expenses, 
such as hiring additional personnel. Such pressures could lead to 
serious abuses. If these free excess funds were used for extravagant 
or wasteful administration, disrepute would be brought to the entire 
unemployment isurance system. 

Congressman Mills, recognizing this glaring weakness in this bill, 
has proposed to provide for State legislative appropriation of the 
excess funds. However, even if the State legislatures were required 
to approve any use of the excess funds for administration, it would 
still be a very anomalous situation for Congress to carefully determine 
what the States need for proper and efficient administration, and then 
toss in for good measure an additional $50 million to $75 million for 
the State legislatures to appropriate as they see fit. 

The State legislatures would have only two alternatives: To leave 
the excess iuods in the State benefit fund for benefit expenditures or 
io uppropria.e them for costs of administration. I have already 
pointed out that many States would have no incentive to use these 
excess funds for benefits, since their benefit funds are already more 
than adequate. In such States, the legislatures would be impelled or 
at least tempted to find ways to spend these moneys for administration, 

One way of so spending these moneys would be to widen the 
scope of indirect services to the State employment security agency 
by other State departments which would be financed out of employ- 
ment security funds. Already, the cost of many services by other 
State departments are reimbursed out of title III funds. Any further 
extension to other activities would, in my opinion, be tantamount to 
subsidizing other functions of State governments. 

A requirement of State legislative approval would defeat one of 
the main reasons urged by the State administrators for the distribu- 
tion of these excess funds—to meet needs that are not known until 
after the budgetary process has begun. They have claimed that this 
»yrocess begins about 18 months before they receive their grants. 
While this is true, changes in the amount are possible right up to the 
time the appropriation request is made to Congress—that is, 4 to 6 
months before it is made available to the States. 

In fact, on several occasions revisions have been made to take ac- 
count of changes in conditions at the time the Congressional Com- 
mittees took action on the appropriation bills. But if the States were 
dependent upon State legislative approval, in 43 States (those whose 
legislatures meet biennially) the administrators would have to wait 
up to 2 years for the legislatures to be in session. With Congress 
in annual and almost continuous session, any need for additional ad- 
ministrative funds can be met through deficiency or supplemental 
appropriations. 

In recent years Congress has been appropriating a contingency 
amount to take account of changes in conditions since the budgetary 
process began. Also, the Bureau of Employment Security is able 
to make some adjustments in its allocations to take account of changed 
conditions. The States would be in a much less flexible position 
if they were dependent for even part of their funds on the actions of 
biennial State legislatures. 

‘ir, Mason. May I interrupt before you go to the next point? 
You have completed this part of your testimony all bearing on what 
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the States might be tempted to do if they got their hands on this 
excess money. They might be tempted to waste it here and put it 
there or something else. I am windlastihd if the States would be any 
more tempted to misuse this money if it were given to them any more 
than the Federal Government is tempted to use it when it has it in its 
charge. 

Mr. Goopwrty. The way the Congress appropriates it we can use it 
in only one way, and that is to allocate it to the States, and we work 
that out, as I attempted to indicate here, work out the process for the 
allocation to the States with them. We work regularly wit! the 
States’ committee. 

Mr. Mason. Under those restrictions placed upon it for your use 
by the Congress, the fund is building up and building up. The actual 
cash, of course, has been spent for other purposes, has it not? 

Mr. Gooowrn. That is right. 

Mr. Mason. So that gives the actual cash to the Federal Govern- 
ment to use for other purposes until they are called upon to make 
good these payments to the States? 

Mr. Goopwin. I think as I have indicated that the Congress should 
provide for earmarking of the tax, and it should go into a special 
fund. I would make the same recommendation Mr. Cohen made, that 
if you decide not to pass on the reinsurance or the loan fund proposal 
at this time that you not reach any decision as to what you do with 
any excess that may be developed; that you postpone that decision. 

One of the points that I am going to make next has to do with 
what is likely to happen to this excess. Most of that excess as you 
know we have built up over the years, it amounts to some $775 mil- 
lion. If you count in the cost to the Federal Government in collecting 
the tax and the cost of the Bureau of Employment Security, if you 
add those to the States there is still an excess of about $685 mil- 
lion. 

Mr. Mason. What Mr. Cohen suggested rather struck a responsive 
chord with me, cutting in half the amount the Federal Government 
is now collecting and leaving it with the States. 

Mr. Goopwiyx. That was on his suggestion of matching provision 
for administrative costs. 

Mr. Mason. Yes. That would at least prevent this fund from ac- 
cumulating. 

Mr. Goopwiy. One of the limitations of that proposal is that some 
States are not getting enough out of the tax to meet their administra- 
tive costs. I think we have to keep that in mind, and I think you 
would want to take a close look at that problem. Actually, in my 
opinion, that proposal that Mr. Cohen made and even the proposal for 
100 percent tax offset has a great deal more logic than this one, be- 
cause this proposal mixes the situation up so that no one is going to 
be able to put his finger on responsibility. Congress is not going to 
be able to put its finger on the Bureau of Employment Security for the 
total amount that goes into the State, and the State officials are not 
going to be able to put their fingers on responsibility either. 

So it is about as badly jumbled up a proposal as you could get, in my 
opinion. I would like to see it clear-cut even if it should go to some- 
thing like the 100 percent tax offset which I do not like for other 


reasons. 
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Next I should like to explain why I believe the entire excess tax 
collections should remain in the Federal Treasury. In the first place, 
there may be years in which instead of excess unemployment tax col- 
lections, there may be a deficit. Past experience has indicated that 
administrative expenditures go up in the very years that the Federal 
unemployment tax collections go j Aol The margin is now so narrow 
(about 20 percent) that the excess could easily disappear in a reces- 
sion. 

Furthermore, although a great deal of stress has been placed on the 
Rhode Island situation and rightly so because of the probability of 
financial trouble there, adverse economic conditions might result in a 
call by other States on the Federal fund (either for reinsurance grants 
or loans) far in excess of the $50 million reserve proposed in the 
Millis’ bill. Under certain conditions, well within the realm of possi- 
bility, such large States as Alabama, California, Massachusetts, Mich- 
igan, and New York could exhaust their funds. 

Even though these States might find it necessary to come to the 
Federal Government for only a limited period of time, very substan- 
tial amounts of money would be necessary to meet their needs. It 
would be the better part of wisdom to keep the excess funds in the 
Federal Treasury. 

In this connection the Advisory Council to the Bureau of Employ- 
ment Security passed a resolution on this subject which I would like 
to read at this point. It is very short and reads: 

Resolved, That we favor earmarking in the Federal Treasury of all the income 
of the Federal unemployment tax. At this time we oppose any distribution o! 
excess income to the States. 


This Council is made up of some 35 labor, management, and public 


representatives. I will submit for the record the names of the com 
mittee members. The subcommittee that brought this into the full 
committee was chaired by Mrs. Eveline Burns of Columbia Univer- 
sity. The management members were Marion Folsom, treasurer of 
Eastman Kodak Co.; Frank de Vyver, vice avrg of the Erwin 


Cotton Mills Co., Durham, N. C.; and two labor men, Harry Kranz, 
legislative director, New Jersey State CIO Council, and Boris Shish- 
kin, Acting Director, Social Insurance Activities, of the American 
Federation of Labor. 

Mr. Foranv. You are going to submit that list for the record ? 

Mr. Goopwin. Yes. 

Mr. Foranp. Without objection, that will be done. 

(The list referred to is as follows:) 
RESOLUTION Passep UNANIMOUSLY BY THE Feperat. Apvisory COUNCIL ON 

EMPLOYMENT SECURITY OF THE DEPARTMENT OF LABOR ON May 20, 1952 


Resolved, That we favor earmarking in the Federal Treasury of all the income 
of the Federal unemployment tax. At this time we oppose any distribution of 
excess income to the States. 


MEMBERSHIP OF FEDERAL ADVISORY COUNCIL 


Publie representatives 

William Haber, professor of economics, University of Michigan, Ann Arbor, 
Mich., Chairman 

Robert S. Allen, author, American Veterans Committee, Washington, D. C. 

Max F. Baer, national director,.B’nai B’rith Vocational Service Bureau, Wash- 
ington, D. C 
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Mrs. Eveline M. Burns, professor, social work, New York School of Social Work, 
Columbia University, New York, N. Y. 

John J. Corson, McKinsey & Co., Washington, D. C. 

Lawrence J. Fenlon, chairman, national economic commission, American Legion, 
Chicago, Il. 

Miss Gladys F. Gove, director, education and vocations, public affairs, National 
Federation of Business and Professional Women’s Clubs, Inc., New York, N. Y. 

Fred K. Hoehler, executive director, Illinois Department of Public Welfare, 
Chicago, Tl. 

Omar B. Ketchum, director, national legislative service, Veterans of Foreign 
Wars, Washington, D. C. 

Miss Elizabeth S. Magee, general secretary, National Consumers League, Cleve- 
land, Ohio. 

Ira de Reid, professor of sociology, Haverford College, Haverford, Pa. 

a -W7 W. Rice, Disabled American Veterans Service Foundation, Washington, 

Yo 

John L. Smith, national commander, American Veterans of World War II, 
Washington, D. C. 

Edwin B. Witte, chairman, department of economics, University of Wisconsi: 
Madison, Wis. 


Employer representatives 

Glenn P. Bakken, general plant manager, Reynolds Metals Co., Phoenix, Ariz 

Joseph A. Dunn, Capitel Contracting Co., East Boston, Mass. 

Frank de Vyver, vice president, Erwin Cotton Mills Co., Durham, N. C. 

Marion Folsom, treasurer, Eastman Kodak Co., Rochester, N. Y. 

John A. Hall, farmer, Lockport, N. Y. 

Cc. V. Maddux, retired. Formerly, Great Western Sugar Co., Denver, Colo. 

E. F. Musterman, vice president in charge of operations, Devoe & Raynolds Co 
Inc., Louisville, Ky. 

Walter Sondheim, vice president and secretary, Hochschild-Kohn, Baltimore 
Md. 

Employee representatives 

Harry Boyer, president, Pennsylvania Congress of Industrial Organizations 
Council, Harrisburg, Pa. 

James Brownlow, secretary-treasurer of the metal trades department, Ameri 
can Federation of Labor, Washington, D. C. 

Mrs. Katherine P. Ellickson, associate director of research, Congress of Indus 
trial Organizations, Washington, D. C. 

Harry Kranz, legislative director, New Jersey State CIO Council, Newark, N. J 

H. L. Mitchell, president, National Farm Labor Union, American Federation of 


Labor, Washington, D. C. 
Joseph M. Rour!e, secretary-treasurer, Connecticut State Federation of Labor 


Bridgeport, Coun. 
Boris Shishkin, acting director, social insurance activities, American Federation 


of Labor, Washington, D. C. 
Paul Sifton, national legislative representative, United Auto Workers, Congress 


of Industrial Organizations, Washington, D. C. 

Anthony Wayne Smith, assistant director of councils, Congress of Industria! 

Orvanizations, Washington, D. C. 

Ed Weston, president, Washington State Federation of Labor, Seattle, Wash 

Mr. Goopwin. One of the most constructive measures before you is 
the proposal for the extension of coverage to employers of one or 
more persons, as is proposed in the chairman’s bill, H. R. 3391, and 
in the Mills bill. Noone has questioned the need of covering the ove! 
3 million workers beige for small employers now exempted from 
coverage. But some employers’ representatives have urged that this 
be left to State action. 

It is true that in the early days of the program, some of the States 
initially and others later covered smaller employers than those em. 
ploying 8 or more in 20 or more weeks in the year. But this extension 
through State action has gradually ground to a stop. The last State 
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action was in 1946. This is pertinent to the point you raised, Mr. 
Mason. 

Mr. Mason. Yes. 

Mr. Goopwrn. In 1945, Alaska went from coverage of ee of 
eight or more to employers of one or more and Maryland from four 
or more to one or more. In 1946, New Jersey went from eight to 
four or more, and California from four to one or more. But no State 
has taken action since. 

The States are evidently waiting for Federal action in this field. 
This is indicated by the fact that 34 of the States have enacted pro- 
visions under which the State coverage of employers will be extended 
automatically when the coverage of the Federal act is extended. That 
is the figure you were asking for earlier, sir. 

Mr. Mason. Yes. 

Mr. Goopwin. The overwhelming majority of State administrators 
have backed Federal action to remove the exemption of small em- 

loyers from the Federal Unemployment Tax Act. I would there- 
Suse urge that the subcommittee take positive action to extend the 
coverage of the Federal Unemployment Tax Act to employers of one 
or more persons, as is provided in H. R. 3391 and H. R, 4133. 

I will not comment on H. R. 6174 introduced by Mr. Dingell or 
its companion measures, since they have been fully discussed by the 
Secretary of Labor. 

Finally, | would like to urge favorable consideration for H. R. 7277, 

roviding for unemployment insurance benefits for ex-servicemen wh¢ 
ave seen service since the beginning of the Korean conflict. As was 
pointed out by the Secretary of Labor, we seem to be in for a long 
period during which large numbers of our young men and women will 
be serving for extended periods in the armed services. As many as 
three-quarters of a million will be separating from the Armed Forces 
annually during the next several years. 

When discharged from service, a large proportion will have 

eater difficulty in finding employment than those not in service, 

cause they will have lost touch with conditions in their communities. 
Those with jobs when they went into service have reemployment 
rights, but great numbers are entering service directly from school 
and have no employment connections. 

Protection against unemployment is necessary because, in spite of 
high levels of employment, there are many areas in which there is 
considerable unemployment. The prospects are that even when we 
reach peak military production there will still be considerable unem- 
ployment in some industries, particularly textiles and clothing. 

e had referred to us recently, Mr. Chairman, a letter from a 
veteran which I would like to read in part. It illustrates a rather 
typical attitude on the part of many of these fellows that are coming 
out of service with regard to this problem, and I think it is pertinent 
and expresses the idea very well. I will not read all of it, but I would 
like to read part of it and submit it for the record. It is addressed 
to the President and reads as follows: 

I am a veteran of World War II and was involuntarily called into service 
time for 18 months. I was discharged in January and returned to the place of 
employment where I hold 9 years’ seniority. Since that time I have been laid 


off and unable to draw unemployment compensation because I had not worked 
during fiscal of 1951 as that is what they are paying from. Believe me, Mr. 











546 UNEMPLOYMENT INSURANCE 


Truman, it isn’t my fault, I didn’t work during 1951, I have been trying to 
fight for our American way of life and then find I can’t even survive myself 
as employment in Fort Wayne is really hard to find. 

Could you try bringing up to the Senate or House some law governing men 
returning to civil life and unemployed because of lay-off, as, I am only one of 
the many facing the same situation. 

Mr. Foranp. Do you want to insert that whole letter in the record 

Mr. Goopwin. Yes. 

Mr. Foranp. Without objection, that will be done. 

(The letter referred to is as follows: ) 

May 12, 1952. 

Dear Mr. Truman: I do hate to bother you with such a trifle but I have 
already written Indiana Senators and they have not acted on this matter. 

I am a veteran of World War II and was involuntarily called into service time 
for 18 months. I was discharged in January and returned to the place of employ 
ment where I bold 9 years’ seniority. Since that time I have been laid off and 
unable to draw unemployment compensation because I had not worked during 
fiscal of 1951 as that is what they are paying from. Believe me Mr. Truman 
it isn’t my fault I didn’t work during 1951, I have been trying to fight for 
our American way of life and then find I can’t even survive myself as employ 
ment in Fort Wayne is really hard to find. 

Could you try bringing up to the Senate or House some law governing men 
returning to civilian life and unemployed because of lay-off, as, I am only one 
of the many facing the same situation. 

I would appreciate it very much if you could see what couid be done in a 
case like this. 

Yours very truly, 
DELMORE PAPE, 
Fort Wayne, Ind. 

(Reply requested.) 

Mr. Mason. This problem of the soldier who is discharged and has 
to find employment is a problem almost separate from the average 
unemployment problem, is it not ? 

Mr. Goopwin. We think the problem is basically the same as the 
problem in industry. 

Mr. Mason. Well, we had some experience with that after the last 
war, and it was not very good experience from a practical standpoint, 
and we want to avoid that if we can. Now our chairman has brought 
out a very fine solution. It appeals to me at least on the surface, of 
handling that kind of problem by keeping the chap in the service 
until he gets a job on furlough, and then it is an incentive for him to 
get a job as quickly as he can to get out of that uniform and get out 
of that grasp of the military, and I think that is an excellent idea. 

Have you given any thought to it? 

Mr. Goopwin. I was not aware of it, Mr. Chairman, I am sorry to 

ay. 
Mr. Foranp. I probably should make that a little more clear. What 
I had suggested at the opening of these hearings was that the severa! 
departments of Government, particularly the service departments, 
give consideration to the fact that when a man reaches the point 
where he is about ready to be discharged, instead of being discharged 
and thrown out without any security whatsoever that he be continued, 
say, on furlough, that he be placed on inactive duty although he would 
have pay either for 3 months or 6 months during which period he, of 
course, would be under the jurisdiction of the service. 

If during that time while he was on furlough he found himself a 
job and so notified the service department, then the service department 
would give him his discharge and take him off the rolls. I thought that 


yn 
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might be an incentive for some of these boys to seek employment, and 
yet at the same time give them some protection. 

I made it clear that this would in no way interfere with our seeking 
to find a means of taking care of them under unemployment com- 
pensation. You will recall the bad practice that developed under the 
42-20 club? 

Mr. Goopwin. We think that our proposal, which would integrate 
this program into the regular State program further than we had at 
the end of World War II and treat the person really in the same way 
that you treat the industrial worker is better. The essential part of 
the proposal really is that you allow him a credit for his time in 
service and then when he is discharged you handle his problem in a 
similar way to that which is used for industrial workers. 

Mr. Forann. Would that apply to a boy who is just leaving school 
and going into the service and then coming out of service You would 
say, “Well, now under the law we give you credit for so many months 
of employment as though you were in private employment” / 

Mr. Goopwin. That ts right. 

Mr. Mason. And on that basis he could draw benefits ¢ 

Mr. Goopwin. That is right. That would allow drawing combina- 
tion of benefits. For instance, if he had worked for a brief time be- 
fore going into service but not long enough to qualify him, which is 
a situation we have in a lot of cases, then if he had some additional 
credits from his service that could be combined with credits from his 
private employment. 

Mr. Foranp. Add the two together ? 

Mr. Goopwix. Yes. So that I think the proposal that we have made 
would eliminate some of the things, some of the weaknesses, of the 
“52-20 club.” I will point out this, in my opinion, the worst problems 
we had out of “52-20” grew out of the benefits to the self-employed 
group. That part of the program was extremely difficult to administer. 

In addition to that, there was a general attitude that prevailed for 
a part of the period at least that there should be a relaxation in ad- 
ministering the work test; that these fellows had been in the service, 
they had been fighting, and if they wanted a period of time in which 
to adjust, they should be allowed it. 

Mr. Mason. They wanted a vacation before they even started look- 
ing for a job. 

Mr. Goopwin. Yes. The attitude on the part of the general public 
supporting that viewpoint was pretty general for a while, and then 
it changed. 

Mr. Mason. They got sick of seeing those boys and the way they 
were acting. , 

Mr. Goopwry. That is right. It is our feeling that if it is more 
fully integrated in this State unemployment insurance system and 
if they are handled the same way that the State handles the rest of 
the workers that you get away from that problem. 

I believe that any program that is enacted should be permanent in 
character, rather than being limited to service during the Korean 
conflict. Perhaps there can be some reduction in the numbers inducted 
into the Armed Forces at the end of the Korean conflict, but all in- 
dications are that international tensions will continue and then we 
will have to continue a large armed force in being. 
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I further believe that any program should be integrated with the 
State unemployment insurance system, so that a person’s wage credits 
in industry and credits for military service can be combined, and there 
will be no overlapping or duplication of rights or benefits. 

That concludes my statement, Mr. Chairman. I will be glad to 
answer any questions. 

Mr. Foranp. You have a couple of tables here attached to your 
statement. Do you wish to have them incorporated in the record as 
part of your remarks? 

Mr. Goopwin, Yes. I do not believe those have been previously in- 
corporated, and they are pertinent not only to my testimony but some 
of the other testimony. 

Mr. Foranp. Without objection, they will be incorporated in the 


record. 
(The tables referred to follow :) 


TaBLe 1.—Percentage of accounts and tazable payroll assigned rates above 
standard rate,' fiscal years beginning in 1951, by States? 





























i: Percent of 

Contribu- Percent of all taxable 

State tion rate rated | payroll for 

(percent) accounts | rated 

| accounts 
PURO OED. « . anecededicecsécasédecacdéocetadsstsbicdscecnertotdsactatnetbubbes 3.4 0.3 
2.8 | 5 | at 
3.0 2.9 | 5 
Terme PAF VAR 14.3 | o1 
3.1} 1.9 1.9 
3.4 14 2.6 
3.7 1.3 9 
4.0 | 9.8 | 3.8 

(— ———— > — 
0 ARATE A ME Bob he bl as) 3.6 | 5.0 | 1? 
Pi dic dctenanthaddbindedanibabhbacktbebbadiubh = 3.6 | 2.3) 4 
ES SES een Ee Se = 4.1 | 25 

3.0 | 1.4 1 
3.5 1.3 7 





1 Standard rate is 2.7 percent in all States except Michiga i, where it is 3.0 percent. 

1 Other States in which rates can exceed 2.7 percent of ta cable wages, ut in which such rates have not 
as yet been paid: Minnesota, 3.0 percent maximum; New Jersey, 3.6 » rcent maximum; New York, 3.7 
percent maximum; and Ohio, 3.2 percent maximum. 
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Table 2.—State coverage resulting from coverage under the Federal 
Unemployment Tar Act 
Employer: Any employing Employer: Any employing 


unit subject to Federal unit subject to Federal 
unemployment tac unemployment tar 

Alabama —___- : Qo pee ‘ 
fs See ’ Nebraska 
Arizona __..-_-. : AB SD ee ey 
0 aaa ELLE LI LINES 
California _______- ; _ ()| New Jersey_- 
Colorado - » New Mexico_—--—~~- 
Connecticut______ X |New York 
Delaware_- i . | North Carolina 
District of Columbia ‘) | North Dakota__-- 
Florida See cd citheeneesa 
Georgia ; Oklahoma 
Hawaii Oregon 
Idaho__. ; Pennsylvania 
Illinois _- . Rhode Island —_-- 
Indiana abeccis South Carolina —- ee eo) ae 
Ee South Dakota_-_ 
Fe ee ee ea ‘Tennessee ‘ 
Kentucky a | SU Sa IE). A eee 
Louisiana i J ; : 
a ed eA 
Maryland ES Se ed 
RN A SITS *X | Washington 
Michigan West Virginia 
Minnesota ____ Wisconsin 
Mississippi Wyoming 
Missouri 
8; No oom provision ; none needed since State law covers employers of 1 or more workers 
at an » 

2'No such provision ; since State law covers 1 or more workers for short period or with 
small payroll requirement, provision would have little effect. (See table 1.) 

* Provision has little if any effect since State law covers employers of 1 or more workers 
at any time or with small payroll requirements. (See table 1.) 

*Not applicable to classes of employers whose inclusion would adversely affect efficient 
administration or impair fund. 


Jy if Federal Unemployment Tax Act is extended to firms employing 1 or more 
workers. 


Mr. Foranp. Are there any further questions? 

Mr. Martry. Do you have a ceiling on the amounts there, credits 
that you suggested for servicemen ? 

Mr. Goopwin. We suggested that it be on exactly the same basis 
that it is in the States. There is a ceiling in the Roosevelt bill, but the 
Bureau's thinking is that it would apply to pay. plus allowance for 
subsistence. Of course, there would be the $3,000 ceiling. 

Mr. Foranpv. You have a $3,000 ceiling now. How about the length 
of time? Take somebody, for instance, that is in the Regular Army 
or Regular Navy, would you allow them credit for the full time they 
were in the service, or just during a given period ? 

Mr. Goopwin. The proposal would call for wage credits based upon 
the full period of service. 

Mr. Foranv. Based upon the full period of service, but as the law 
now operates for the person in private employment his credits carry 
over for just a given period when you figure your benefits. Am I cor- 
rect? In other words, a man may be working for 5 years and sud- 
denly becomes unemployed. His benefits are not figured on the basis 
of 5 years but a limited period ? 

Mr. Goopwin. That is right. 
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Mr. Foranp. The same thing would apply to the military service? 

Mr. Goopwtn. That is what you call a base period, and the same 
thing would apply in this case. 

Mr. Foranp. I wanted to clear that up because it has not been clear 
in my mind. 

If there are no further questions, we want to thank you for your 
contribution, Mr. Goodwin. 

Mr. Goopwix. Thank you, Mr. Chairman. 

Mr. Foranp. The committee, having heard everyone who has re- 
quested an opportunity to appear, will now stand adjourned subject 
to call of the Chair. 

(Whereupon, at 11:45 a. m., the subcommittee was recessed subject 


to the call of the Chair.) 
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